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Key  Points 


• FDP's  main  strategy  is  to  offer  a total  solution  for  the  marketing  and 
administration  needs  of  life  insurance  companies. 

• FDP,  in  conjunction  with  several  major  life  insurance  companies,  is 
designing  an  entirely  new  applications  environment-FDP/VISION. 
This  Windows-based  solution  will  tie  together  all  of  FDP's  products 
and  will  use  UNIX  and  Windows  NT  as  servers  in  a client/server 
architecture.  The  result  will  be  economies  of  scale  and  increased 
sales. 

• International  sales  rose  60%  to  $3.2  million  during  fiscal  1992  and 
continue  to  represent  an  increasing  percentage  of  total  revenue. 
FDP  has  contracted  with  a major  financial  institution  based  in  the 
U.K.  for  the  development  and  first  installation  of  FDP/COMPASS 
(Comprehensive  Pension  Administrative  Support  System). 
FDP/COMPASS  is  the  client/server  version  of  its  FDP/PARIS 
Group  Pension  Administration  System. 

• Due  to  a strong  demand  in  Europe  for  open  systems  architecture, 
FDP  has  also  developed  a UNIX-based  version  of  FDP/CLAS 
(Comprehensive  Life  Administration  System). 
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FDP,  founded  in  1968,  provides  applications  software  products, 
processing,  and  associated  support  services  to  life  insurance  companies, 
life  insurance  agents,  and  employee  benefit  consultants. 

• FDP  has  three  product  groups:  Home  Office  products,  Pension 
Partner  systems,  and  Agency  Partner  systems. 

• FDP  also  is  an  authorized  Value-Added  Reseller  for  Hewlett- 
Packard  and  an  Authorized  Applications  Specialist  in  the  IBM 
Business  Partner  Program. 


Fiscal  1992  reached  $17.8  million,  a 9%  increase  over  fiscal  1991 
revenue  of  $16.3  million.  Net  income  was  $616,000,  compared  to  a net 
loss  of  $275,000  for  fiscal  1991.  A five-year  financial  summary  follows: 


FDP  CORP. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

11/92 

11/91 

11/90 

11/89 

11/88 

Revenue 

$17,795 

$16,314 

$16,763 

$14,651 

$14,012 

• Percent  change 

from  previous  year 

9% 

(3%) 

14% 

5% 

(1%) 

Income  (loss)  before  taxes 

$929 

$(443) 

$759 

$(161) 

$786 

• Percent  change 

from  previous  year 

310% 

(158%) 

571% 

(120%) 

102% 

• Gross  margin 

5% 

-- 

5% 

- 

6% 

Net  income  (loss) 

$616 

$(275) 

$472 

$(100) 

$831 

• Percent  change 

from  previous  year 

324% 

(158%) 

572% 

(112%) 

191% 

• Net  margin 

3% 

-- 

3% 

- 

6% 

Earnings  (loss)  per  share 

$0.18 

$(0.08) 

$0.14 

$(0.03) 

$0.23 

• Percent  change 

from  previous  year 

329% 

(43%) 

567% 

(113%) 

188% 

Company 

Description 


Financials 


Approximately  76%  of  FDP's  fiscal  1992  revenue  was  derived  from 
applications  software  products  and  associated  support  services,  20% 
from  processing  and  related  services,  and  4%  from  hardware  sales  and 
commissions.  A three-year  summary  of  source  of  revenue  follows: 
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FDP  CORP. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

11/92 

11/91 

11/90 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Software  and  services 

Products 

Home  offices  (a) 

$5,385 

30% 

$4,463 

27% 

$4,470 

27% 

Micro/mini 
products  (b) 

5.014 

28% 

4.591 

28% 

4.330 

26% 

$10,399 

58% 

$9,054 

55% 

$8,800 

53% 

Consulting,  conversions, 

10% 

and  customizations 

2,883 

16% 

1,900 

12% 

1,640 

Other 

174 

1% 

316 

2% 

91 

-- 

Total  Software 

$13,456 

76% 

$11,270 

69% 

$10,530 

63% 

Processing  and 
other  services 

Usage  fees 

$2,164 

Pension  Partner 

$1 ,466 

8% 

$1,786 

10% 

13% 

Agency  Partner 

551 

3% 

596 

4% 

843 

5% 

• FDP/CLAS 

846 

5% 

592 

4% 

252 

1% 

$2,863 

16% 

$2,974 

18% 

$3,259 

19% 

Customization  and 

consulting 

219 

1% 

159 

1% 

226 

1% 

Other 

475 

3% 

436 

3% 

508 

3% 

Total  Processing 

$3,557 

20% 

$3,569 

22% 

$3,993 

24% 

Equipment  sales 

$2,239 

and  commissions 

$782 

4% 

$1,475 

9% 

13% 

TOTAL 

$17,795 

100% 

$16,314 

100% 

$16,762 

100% 

(a)  Includes  FDP /PARIS,  FDP  COMPASS,  and  FDP/CLAS  systems. 


(b)  Includes  Pension  Partner  and  Agency  Partner  systems. 


Fiscal  1992  results  were  attributed  to  the  following: 

• Software  revenues  increased  19%  over  the  prior  year.  Home  office 
system  sales  increased  21%  due  primarily  to  a 44%  increase  in 
revenue  from  FDP/CLAS.  Micro/minicomputer  product  sales 
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Key  Products  and 
Services 


increased  9%  due  primarily  to  the  continued  growth  of  the  Pension 
Partner  product. 

Information  services  revenue,  consisting  primarily  of  timesharing 
charges,  remained  basically  unchanged  in  1992.  Agency  Partner  and 
Pension  Partner  processing  services  continue  to  decline  as  their 
software  products  are  now  more  frequently  requested  for  standalone 
PCs  instead  of  on  a timesharing  basis. 


FDP  develops,  markets,  and  supports  applications  software  products 
for  mainframe,  minicomputer,  and  microcomputers  which  also  may  be 
accessed  via  processing  services.  FDP's  current  products  and  services 
are  organized  into  the  following  product  groups: 

• Pension  Partner 

• Agency  Partner 

• Home  Office  Products  (FDP/PARIS,  FDP/COMPASS,  and 
FDP/CLAS) 

Pension  Partner: 

The  Pension  Partner  System  is  designed  to  compute  and  illustrate 
interactively  various  pension  and  employee  benefit  plans  based  on 
assumed  financial  and  tax  parameters  governed  by  federal  tax 
regulation,  economic  conditions,  actuarial  concepts,  and  certain 
standard  business  factors  in  the  industry. 

• This  proposal  and  administration  system  is  used  by  life  insurance 
companies  and  agents  and  employee  benefit  consultants  and  is 
available  for  IBM  and  compatible  PCs  and  LANs,  HP 
minicomputers,  and  via  processing. 

• The  system  is  used  by  over  1,000  life  insurance  companies  and 
agents,  as  well  as  by  consultants  and  other  users. 

Supplemental  pension  office  automation  products  that  can  either 
complement  Pension  Partner  or  be  used  as  separate  standalone  systems 
include: 

• Easy  Laser,  PC-based  software  that  automates  the  completion  of 
laser-printed  IRS  5500  and  5300  forms  and  related  schedules 

• Easy  Forms,  PC  software  that  automates  the  preparation  of  1099Rs 
and  related  forms 


Page  4 of  7 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


April  1993 


FDP  CORP. 


INPUT 


• Pension  Manager,  for  the  control  and  coordination  of  pension  office 
workflow 

• FDP/PTA,  a pension  trust  accounting  data  base  and  asset 
reconciliation  system 

• FDP/Minimum  Distribution,  illustrates  the  amount  of  excise  taxes 
payable  on  excess  distributions  and  excess  accumulations.  Available 
via  minicomputer,  PC,  and  processing  service. 

• PDQ/PRO  and  PDQ/VIP,  IRS-approved  automated  pension 
document  generation  systems  for  Master  or  Regional  Prototype 
plans  and  Volume  Submitter  Individualized  Plans 

• FDP/ 125,  enrollment  and  administration  software  for  Section  125 
cafeteria  plans 

During  1991,  FDP  formed  an  agreement  with  The  Prudential  to 
develop  the  PENCEPTS  proposal  system,  a simplified  proposal  process 
using  pre-set  marketing  strategies  with  customized  options. 

Agency  Partner: 

Agency  Partner  software  products  are  used  by  life  insurance  agents  to 
manage  their  business.  The  products  are  available  for  IBM  and 
compatible  PCs  and  include  the  following: 

• FINPACK*B  financial  planning  software  automates  definition  and 
analysis  of  a client's  personal  financial  profile  and  produces 
professional  reports. 

• FDP/XL2  is  an  illustration  system  that  generates  proposals  ranging 
from  simple  ledgers  to  comprehensive  deferred  compensation  plans. 

• EC  Admin  administers  non-qualified  deferred  compensation  plans, 
permits  periodic  review  of  existing  benefits,  and  allows  for  increasing 
insurance  coverage  as  needs  change. 

• Agency  Database  is  a combination  of  marketing  and  office 
automation  tools  to  automate  client/prospect  tracking,  in-force 
policy  servicing,  commission  accounting,  investment  tracking,  report 
generating,  and  letter  writing. 

CONCEPTS  is  a customized  version  of  FDP/XL2  for  The  Prudential. 
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Home  Office  Products: 

FDP/CLAS  (Comprehensive  Life  Administration  System)  issues 
universal  life,  variable  life,  traditional  life,  and  annuity  policies;  bills 
premiums;  calculates  agents'  commissions;  accounts  for  all  monies  paid 
in,  withdrawn,  or  borrowed;  and  produces  annual  statements  for  both 
the  insurance  company  and  policyholder.  FDP/CLAS  is  available  on 
HP  and  UNIX  computers  and  on  a timesharing  basis. 

The  FDP/PARIS  (Pension  Accounting  Recordkeeping  and  Investment 
System)  is  a group  pension  contract  administration,  case  accounting, 
and  plan  administration  system  for  defined  contribution  plans.  The 
system  operates  in  an  IBM  mainframe  environment  and  is  also 
available  in  a client/server  environment  where  it  is  known  as 
FDP/COMPASS  (Comprehensive  Pension  Administrative  Support 
System). 

• FDP/PARIS  has  been  installed  at  the  New  York  Life  Insurance 
Company,  Mutual  Life  Insurance  Company  of  New  York  (MONY), 
Home  Life  Insurance  Company,  John  Hancock  Life  Insurance,  the 
American  International  Group,  American  United  Life  Insurance 
Company,  and  Safeco  Life  Insurance  Company. 

• FDP/COMPASS  has  been  installed  at  Britannia  Life  Limited 
(Glasgow,  Scotland). 

Industry  Markets 

FDP's  clients  include  numerous  life  insurance  agents,  more  than  125 
insurance  companies,  larger  consulting  firms  specializing  in  pension 
and  employee  benefits,  several  accounting  firms,  and  several  hundred 
smaller  consulting  firms  specializing  in  employee  benefit  plans. 

Clients 

Major  customers  include  The  Prudential,  The  Prudential  of  America 
Life  (Canada),  Metropolitan  Life,  Equitable  Life,  New  York  Life,  John 
Hancock  Mutual  Life,  Massachusetts  Mutual,  American  International 
Group,  New  England  Mutual,  Mutual  Life  Insurance  Company  of  New 
York  (MONY),  Connecticut  Mutual,  Continental  Assurance  (CNA), 
Phoenix  Mutual,  General  American  Life,  Guardian  Life,  National  Life 
of  Vermont,  Minnesota  Mutual,  Provident  Life  and  Accident,  Home 
Life,  American  United  Life,  Life  of  Virginia,  Union  Central,  Equitable 
Life  of  Iowa,  Fidelity  Union  Life,  U.S.  Life,  Indianapolis  Life,  Great- 
West  Life,  Crown  Life,  Manulife  (Canada),  Safeco  Life,  American  Life, 
ITT/Hartford  Life,  Johnson  Higgins/Kirke-Van  Orsdel,  Inc.,  Wesleyan 
Assurance  Society,  Windsor  Group  Limited,  and  Britannia  Life 
Limited. 
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Geographic  Approximately  82%  of  FDP's  fiscal  1992  revenue  was  derived  from  the 

Markets  U.S.  and  18%  from  revenue,  including  software  sales  to  U.S.  home 

offices  for  installation  at  foreign  subsidiaries. 

A three-year  geographic  source  of  revenue  summary  follows: 


FDP  CORP. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

11/92 

11/91 

11/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$14.6 

82% 

$14.3 

88% 

$15.1 

90% 

Foreign 

3.2 

18% 

2.0 

12% 

1.7 

10% 

TOTAL 

$17.8 

100% 

$16.3 

100% 

$16.8 

100% 

In  addition  to  its  headquarters  in  Miami,  the  company  has  a branch 
office  in  Wellesley  Hills  (MA). 


Computer  FDP  has  Hewlett-Packard  3000  computers  installed  at  its  data  center  in 

Hardware  and  Miami  in  support  of  its  processing  services  and  in-house  software 

Software  development. 
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FINANCIAL  DECISION 
SYSTEMS,  INC.  (FDSI) 

30343  Canwood  Street 
Suite  210 

Agoura  Hills,  CA  91301 
Phone:  (818)706-2000 
Fax:  (818)706-2350 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Warren  Richard 
Private  Corporation 
50 

$7,000,000 

4/30/93 


Key  Points 


Over  the  last  12  months,  FDSI  has  been  broadening  its  product  line 
and  further  enhancing  its  sales  abilities.  Specifically,  FDSI  has 
introduced: 

- A new  version  of  its  CORP  A.D.S.  fixed-asset  manager 

- Its  first  Windows-based  product,  CORPCalendar  tax-filing 
calendar 

- CORPInternational  international  tax  package 

- CORPFact  SFAS  109  compliance  and  planning  system 

FDSI  has  also  expanded  its  direct  sales  force  and  initiated 
telemarketing  and  telesales  efforts. 


0 


August  1993 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  3 


FINANCIAL  DECISION  SYSTEMS,  INC. 


INPUT 


Company 

Description 

Financial  Decision  Systems,  Inc.  (FDSI),  founded  in  1975  by  Warren 
Richard,  develops  and  markets  PC-based  corporate  financial  and  tax 
management  software  packages  and  provides  professional  services 
involving  the  implementation  and  use  of  its  own  products. 

FDSI  has  over  480  of  its  packages  installed  nationwide. 

Strategy 

FDSI's  strategy  is  to  continue  to  offer  new  and  enhanced  versions  of  its 
products,  including  Windows-based  products,  for  its  corporate 
customers. 

The  company  has  also  expanded  its  direct  sales  efforts  and  has  opened 
five  additional  branch  offices  during  the  past  year. 

Financials 

FDSI's  fiscal  1993  revenue  was  approximately  $7  million,  compared  to 
$6.2  million  for  fiscal  1992. 

Market  Financials 

Approximately  90%  of  FDSI's  revenue  is  derived  from  PC-based  tax 
compliance  and  associated  applications  software  products  and  10% 
from  professional  services. 

FDSI’s  revenue  is  derived  from  across  all  industry  sectors.  The 
company  has  more  than  300  of  the  Fortune  1000  companies  as  clients. 

Geographic 

Markets 

One  hundred  percent  of  the  company's  revenue  is  derived  from  the 
U.S. 

Branch  offices  are  located  in  Boston  (MA),  Chicago  (IL),  Dallas  (TX), 
Detroit  (MI),  New  York  City  (NY),  Richmond  (VA),  and  San 
Francisco  (CA). 

Employees 

As  of  August  1,  1993,  FDSI  employed  50  persons,  segmented  as  follows: 

Marketing  and  sales  8 

Customer  support  25 

Programmers/analysts  12 

General  and  administrative  5 

50 
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Alliances 

FDSI  does  not  have  any  alliances  with  other  vendors. 

Key  Products  and 
Services 

FDSI’s  corporate  financial  and  tax  management  software  packages 

operate  on  DOS-compatible  PCs. 

Current  products  include  the  following: 

• CORPTAX,  a corporate  tax  information  system  that  combines  trial 
balance  and  columnar  tax  reporting,  including  tax  compliance  and 
planning  features 

• CORPCalendar,  a tax  filing  calendar  system 

• CORPInternational,  an  international  tax  system 

• State  Planner,  a multistate  tax  planning  system 

• CORPFact,  a complete  SFAS  109  compliance  and  planning  system 

■ CORP  A.D.S.,  a fixed-asset  management  system 

• General  Ledger  Interface,  an  automated  interface  program  that 
converts  financial  data  into  the  CORPTAX  data  base 

FDSI  also  provides  customization  and  consulting  services. 

Marketing/ 

Sales 

FDSI  markets  its  products  through  direct  sales  and  through  a newly 
established  telemarketing  group  based  at  its  headquarters. 

FDSI  currently  has  eight  sales  and  marketing  employees  and  plans  to 
add  staff  in  this  area  during  1994. 

Competitors 

Primary  competition  for  FDSI's  tax  management  products  comes  from 
Price  Waterhouse,  Arthur  Andersen,  and  Computer  Language 
Research. 
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First  Data  Corporation 


Chairman  & CEO:  Henry  C.  Duques 

401  Hackensack  Avenue 
Hackensack,  NJ  07601 
Phone:  (201)525-4700 

Fax:  (201)  342-0401 

Internet:  http://www.firstdata.com 


FIRST 

DATA 

CORE 


Status:  Public 

Employees:  36,000  (12/95) 

Revenue:  $4,186,200,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• First  Data  Corporation  (FDC)  provides  a 
range  of  information  and  transaction 
processing  services. 

• The  acquisition  of  First  Financial 
Management  Corporation  (FFMC)  during 
1995  more  than  doubled  FDC’s  revenue. 
While  FDC  and  FFMC  had  common 
merchant  credit  card  processing,  collections, 
and  payment  instruments  businesses, 
FFMC’s  other  major  service  areas  (including 


check  authorization  and  guarantee  services, 
health  care  claims  processing  services, 
imaging  services,  and  in-store  banking 
services)  represent  new  service  areas  for 
FDC. 

• As  a result  of  the  acquisition  of  Western 
Union’s  money  transfer  business,  FDC  is 
actively  pursuing  the  divestiture  of  its 
MoneyGram™  operation  to  satisfy  an 
agreement  with  the  Federal  Trade 
Commission. 

• The  acquisition  of  Card  Establishment 
Services,  Inc.  (CES)  in  1995  expanded  FDC’s 
merchant  processing  business.  The 
operations  of  CES  have  been  merged  with 
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FFMC’s  NaBANCO  merchant  credit  card 
processing  operations,  and  FDC’s  Envoy  and 
TeleMoney  credit  and  debit  card 
authorization  services.  The  combined 
organization  is  known  as  First  Data 
Merchant  Services. 

• FDC  rolled  out  its  Merchant  Bank  Alliance 
Program  in  1995.  To  date,  10  banks, 
representing  more  than  $50  billion  in 
annualized  merchant  card  volume,  have 
joined  the  program. 

Company  Description 

FDC  provides  a range  of  processing  services, 
including  transaction  processing  and  back- 
office  support  for  card  issuers;  merchant  and 
consumer  payment  services;  debt  collection 
and  accounts  receivable  management;  mutual 
fund  processing;  health  care  claims 
administration;  data  imaging  and  information 
management;  and  other  related  services. 

Operations/Structure 

FDC  is  organized  into  the  following  major 
service  areas: 

• Domestic  Card  Issuer  Services — FDC’s  Card 
Services  Group,  based  in  Omaha  (NE), 
provides  the  infrastructure  for  financial 
institutions  to  meet  the  needs  of  their 
cardholders:  credit,  debit,  and  commercial 
card  programs;  database  marketing; 
fraud/risk  management;  financial  recovery; 
customer  service;  co-branding;  application 
processing;  and  card  embossing.  These 
services  also  are  provided  for  private-label, 
co-branded  and  oil  credit  card  programs. 
Principal  offices  are  in  Lenexa  (KS), 
Marietta  (GA),  Omaha  (NE),  and  Tulsa 
(OK). 

- First  Data  Resources  provides  third-party 
processing  of  bankcard  transactions. 


- This  service  area  also  includes  FDC’s  debt 
collection  and  accounts  receivable 
management  business  (Nationwide  Credit 
and  ACB  Business  Services). 

• Domestic  Merchant  Processing  Services — 
FDC’s  Card  Services  Group  provides  a 
complete  range  of  credit  and  debit 
authorization,  processing  and  settlement 
services  to  financial  institutions  and 
independent  sales  organizations  for  their 
merchant  customers.  Merchant  clients 
receive  state-of-the-art  processing  services, 
including  Internet-based  processing,  check 
processing  capabilities,  customized 
programs,  and  a comprehensive  fraud- 
management  database.  Principal  facilities 
are  in  Palo  Alto  (CA),  Aurora  (CO), 
Hagerstown  (MD),  Houston  (TX),  Melville 
(NY),  and  Sunrise  (FL). 

- First  Data  Merchant  Services  (which 
combines  the  operations  of  FFMC’s 
NaBANCO  operations  with  FDC’s  Card 
Establishment  Services  and  Envoy 
operations)  provides  authorization, 
processing,  and  settlement  of  credit  and 
debit  card  transactions. 

- TeleCheck,  based  in  Houston,  provides  the 
verification  or  guarantee  of  check 
transactions. 

- The  First  Data  Merchant  Bank  Alliance 
and  U$A  Value  Exchange  programs  reflect 
FDC’s  commitment  to  partner  with  its 
clients.  Alliance  banks  benefit  from 
merchant  processing  — primarily  through 
First  Data  Merchant  Services,  which 
provides  card  payment  processing  services 
and  is  a leading  processor  of  merchant 
Visa  and  MasterCard  transactions.  In 
1995,  First  Data  formed  the  U$A  Value 
Exchange,  a partnership  owned  by  credit 
card  issuing  and  acquiring  financial 
institutions  that  will  become  operational 
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in  1996.  Member  financial  institutions 
have  the  opportunity  to  offer  customized 
promotions  to  consumers.  FDC  manages 
the  day-to-day  operations  of  U$A  Value 
Exchange  and  provides  related  processing 
services  and  technology  enhancements. 

• International  Card  Services — FDC’s 
principal  processing  facilities  outside  the 
U.S.  include  the  following  units: 

- FDR  Limited  provides  bankcard 
transaction  processing  services  in  the  U.K. 

- First  Data  Resources  Australia  operates 
the  largest  independent  funds  transfer 
network  in  Australia. 

• Payment  Instruments — FDC’s  payment 
instruments  business  consists  of  two  key 
units:  Western  Union  Financial  Services 
and  Integrated  Payment  Systems  (IPS). 

- As  a worldwide  leader  in  electronic 
consumer  nonbank  money  transfer 
services,  Western  Union  helps  its  clients 
send  money  practically  anywhere, 
anytime. 

- In  1995,  IPS  Retail  Services,  the  nation’s 
second-largest  provider  of  money  orders, 
introduced  a new  transaction-processing 
system  that  automates  money  order  sales. 
IPS  Financial  Services  provides  check 
outsourcing  services  to  financial 
institutions. 

- The  consolidation  of  Western  Union  and 
IPS  is  taking  shape.  This  new 
organization  will  further  position  FDC  as 
a leading  worldwide  provider  of  processing 
services  in  electronic  commerce. 

- Principal  facilities  are  in  Bridgeton  (MO), 
Englewood  and  Lakewood  (CO),  and 
Paramus  (NJ). 


• Investment  Processing  Services — First  Data 
Investor  Services  (formerly  The  Shareholder 
Services  Group),  based  in  Boston,  provides 
integrated  and  customized  mutual  fund 
processing  services  to  investment 
organizations  and  the  banking  industry. 
Additional  facilities  are  in  Marlboro  and 
Westborough  (MA). 

• Health  Care  Administrative  Services — FDC’s 
FIRST  HEALTH®  unit,  acquired  with 
FFMC,  provides  health  care  claims 
processing  and  cost  management  services  to 
the  self-insured  corporate  market.  FIRST 
HEALTH  is  headquartered  in  Salt  Lake 
City  (UT)  and  has  principal  facilities  in  Glen 
Allen  (VA),  Minneapolis  (MN),  and  Wayne 
(PA). 

• Specialty  Services — FDC  offers  various 
services  that  complement  its  transaction 
processing  services  through  the  following 
units: 

- First  Image  Management  Company, 
acquired  with  FFMC  and  based  in 
Norcross  (GA),  provides  document 
management  services,  including  data 
acquisition,  storage,  access,  output,  and 
distribution. 

- International  Banking  Technologies,  based 
in  Atlanta,  develops  in-store  bank 
branches  in  supermarkets  and  other  retail 
superstores  throughout  the  U.S. 

- Teleservices,  based  in  Omaha  (NE), 
provides  operator  and  customer  support 
services  to  a leading  long-distance 
telephone  company. 

- Call  Interactive,  based  in  Omaha  (NE), 
provides  customized  800  telephone 
interactive  voice  services. 
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- First  Data  InfoSource,  based  in  Omaha 
(NE),  provides  electronic  information 
services  to  the  financial,  retail,  direct 
marketing,  collections,  and  insurance 
industries. 

MicroBilt,  acquired  with  FFMC,  was 
repositioned  in  1994  as  the  internal  research 
and  development  arm  of  the  company.  It 
develops  and  supports  data  capture, 
communications,  and  information  distribution 
systems  to  multilocation  customers,  including 


financial  institutions,  retailers,  restaurants, 
and  health  care  and  pharmaceutical 
providers. 

A two-year  summary  of  source  of  revenue  by 
major  service  area  is  shown  below. 

Management 

FDC’s  key  executives  are  listed  on  the 
following  page. 


First  Data  Corporation 
Two-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

Major  Service  Area 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent 
of  Total 

Domestic  Card  Issuer  Services 

$800 

19% 

$600 

20% 

Domestic  Merchant  Processing 
Services 

890 

21% 

560 

18% 

International  Card  Services 

190 

5% 

170 

6% 

Payment  Instruments 

825 

20% 

230 

7% 

Investment  Services 

245 

6% 

210 

7% 

Health  Care  Services 

405 

10% 

380 

12% 

Other  Services 

530 

12% 

580 

19% 

Divested  or  to  be  divested  (a) 

195 

5% 

300 

10% 

Other  income 

105 

2% 

50 

1% 

Total 

$4,185 

100% 

$3,080 

100% 

(a)  Includes  MoneyGram  and  Health  Systems  Group. 
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FDC  Key  Executives 


Name 

Title 

Henry  C.  Duques 

Chairman  and  CEO 

Lee  Adrean 

EVP  and  CFO 

Henry  T.  DeNero 

EVP,  Western  Union  Commercial,  Integrated  Payment  Systems, 
First  Data  Retail  Card  Services,  International  Banking 
Technologies,  First  Data  Payment  Services  and  CashTax  Inc. 

Charles  T.  Fote 

EVP,  Western  Union  Consumer,  TeleCheck,  Call  Interactive, 
Teleservices,  MicroBilt  and  First  Data  Technologies 

Walter  M.  Hoff 

EVP,  First  Data  Card  Services  Group,  which  includes  First  Data 
Resources,  Electronic  Funds  Services,  First  Data  Issuing 
Services  (Bankcard  Program  Services,  Nationwide  Credit),  First 
Data  Merchant  Services,  First  Data  Oil  Services  and  First  Data 
Solutions 

Robert  J.  Levenson 

EVP,  First  Data  Investor  Services  Group,  FIRST  HEALTH,  First 
Image  Management  Company 

Edward  C.  Nafus 

EVP,  First  Data  International,  which  includes  FDRLimited  (U  K.) 
and  First  Data  Australia 

David  P.  Bailis 

General  Counsel 

Company  Strategy 

FDC’s  business  strategy  is  to  generate 
recurring  revenue  by  developing  long-term 
contractual  relationships  with  clients  that 
have  decided  to  outsource  various  transaction 
and  information  processing  services. 

• The  company’s  training  and  development  for 
managers  and  service  representatives  are 
focused  on  the  “lifetime  value”  of  these 
client  relationships. 

• FDC’s  ongoing  objective  is  to  promote  client 
retention  and  loyalty  by  providing  superior 
services  that  consistently  exceed  client 
expectations. 


• Specifically,  FDC  focuses  on  a “service-profit 
chain”  model,  whereby  FDC’s  growth  and 
profitability  are  linked  to  satisfied  and  loyal 
employees  who  deliver  quality  services  that 
promote  the  success  of  their  clients. 

FDC  continues  to  pursue  revenue  growth 

through  five  primary  sources: 

• Internal  growth,  which  consists  primarily  of 
increased  transaction  processing  for  existing 
clients 

• Sales  of  ancillary  products  and  enhanced 
services  to  existing  clients 
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• The  addition  of  new  clients  in  existing 
service  areas 

• Expansion  into  adjacent  markets  where 
FDC  can  provide  similar  information 
processing  services  to  new  client  groups 

• Acquisitions 

Financials 

FDC’s  1995  revenue  reached  $4.18  billion,  a 
36%  increase  over  1994  revenue  of  $3.08 
billion. 


• Net  losses  of  $84.2  million  include  merger, 
integration,  and  impairment  charges  of 
$645.7  million  ($539.9  million  after  tax 
benefits,  or  $2.43  after  tax  loss  per  share) 
associated  with  the  acquisition  of  FFMC  and 
the  write-off  of  Envoy  goodwill. 

• Excluding  these  charges,  pretax  income  for 
the  year  was  $813.3  million,  up  33%  from 
$611.3  million  in  1994. 

A five-year  financial  summary  is  shown 
below. 


First  Data  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$4,186.2 

$3,080.5 

$2,658.2 

$2,228.9 

$1,667.8 

• Percent  change  from 
previous  year 

36% 

17% 

18% 

34% 

N/A 

Income  from  continuing  operations 
before  taxes 

$167.6 

$611.3 

$497.1 

$283.8 

$279.3 

• Percent  change  from 
previous  year 

(a) 

(73%) 

23% 

75% 

2% 

N/A 

Net  (loss)  income 

$(84.2) 

$360.3 

$296.4 

$153.3 

$170.7 

• Percent  change  from 
previous  year 

(123%) 

22% 

93% 

(10%) 

N/A 

Earnings  (loss)  per  share 

$(0.39) 

$1.71 

$1.41 

$0.75 

$0.91 

• Percent  change  from 
previous  year 

(a) 

(123%) 

21% 

88% 

(18%) 

N/A 

( a ) Includes  merger,  integration,  and  impairment  charges  of  $645.7  million  ($539.9  million  aftertax  benefits,  or 


$2.43  after  tax  loss  per  share). 


Growth  in  existing  businesses,  principally 
from  new  clients  and  volume  increases  from 
existing  clients,  accounted  for  approximately 
half  of  the  revenue  increase  in  1995.  The 
balance  of  the  growth  was  from  acquisitions, 
net  of  the  impact  of  revenue  lost  from  divested 
businesses. 

• Growth  in  existing  businesses  was  strong  in 
card  issuer  and  merchant  processing,  as 


well  as  payment  instrument  services,  with 
these  service  groups  experiencing  1995 
internal  revenue  growth  exceeding  20%. 

• FDC  derives  revenue  in  its  primary  service 
areas  based  on  a unit  price  per  transaction, 
on  a percentage  of  dollar  volume,  or  on  a 
combination  thereof.  The  overall  growth  of 
FDC  is  demonstrated  by  the  key  indicators 
shown  on  the  next  page. 
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First  Data  Corporation 

Financial  Transaction  Processing  Key  Indicators 


Fiscal  Year 

Item 

1995 

1994 

Card  accounts  on  file 
Merchant  dollar  volume 
Merchant  transactions 
Payment  instrument  transactions 
Mutual  fund  assets  serviced 

121  million 
$144  billion 
4.5  billion 
365  million 
$360  billion 

92  million 
$74  billion 
2.8  billion 
318  million 
$277  billion 

Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1996  reached  $1.13  billion,  a 25%  increase 
over  $903.4  million  for  the  same  period  a year 
ago.  Net  income  reached  $105.8  million,  up 
26%  over  $83.9  million  for  the  same  period  a 
year  ago. 

• The  results  for  the  prior  year  include  the 
pooling-of-interests  acquisition  of  FFMC. 

• The  company’s  growth  in  revenue  over  the 
prior  year’s  quarter,  excluding  the  effect  of 
acquisitions  and  divested  or  to-be-divested 
businesses,  was  20%. 

• Expenses  for  the  first  quarter  of  1996 
include  a $16.3  million  merger,  integration, 
and  impairment  charge  related  to  FDC’s 
merger  with  FFMC,  which  reduced  after-tax 
earnings  by  about  $10.0  million.  Excluding 
these  expenses,  net  income  rose  38%  to 
$115.8  million. 

• FDC’s  performance  reflects  continuing 
strong  growth  in  the  domestic  card  issuer, 
merchant  processing,  and  worldwide 
payment  instruments  business  areas,  in 
part  fueled  by  the  overall  trend  toward 
electronic  commerce.  Business  volumes  in 
these  areas  all  grew  at  above-average  rates, 
including  growth  in  cardholder  accounts  on 
file  of  35%,  merchant  card  transactions 


processed  of  53%,  check  guarantee  and 
authorization  volumes  of  24%,  and 
international  money  transfer  transactions  of 
30%. 

Market  Financials 

FDC’s  revenue  is  derived  primarily  from 
clients  in  the  banking  and  finance, 
retail/merchant,  and  health  care  industries. 

The  company  also  derives  revenue  from  oil 
companies,  utilities,  telecommunications 
companies,  and  government  entities. 

Cross-industry  services  include  money 
transfers,  official  checks  and  money  orders, 
and  document  management  services. 

Geographic  Markets 

Approximately  95%  of  FDC’s  1995  revenue 
was  derived  from  the  U.S.  and  5%  from 
international  sources. 

Acquisitions 

FDC’s  acquisition  activity  during  the  past  two 
years  is  summarized  below. 

In  October  1995,  FDC  completed  the 
acquisition  of  First  Financial  Management 
Corporation  (FFMC)  of  Atlanta  (GA)  for 
approximately  104.5  million  shares  of  FDC 
common  stock.  The  acquisition  was  accounted 
for  as  a pooling  of  interests. 
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• FFMC  had  approximately  15,000  employees 
at  the  time  of  the  acquisition  and  1994 
revenue  of  more  than  $2  billion. 

• The  acquisition  of  FFMC  added  seven 
interrelated  businesses  to  FDC,  including 
the  following: 

- Western  Union,  a leading  provider  of  rapid 
nonbank  money  transfer  services 

- NaBANCO,  a leading  provider  of  merchant 
credit  card  processing  services  in  the  U.S. 

- TeleCheck,  a leading  provider  of  check 
guarantee  and  verification  services 
worldwide 

- Nationwide  Credit,  a leading  provider  of 
debt  collection  and  accounts  receivable 
management  services 

- IBT,  the  primary  provider  of  in-store 
banking  programs  for  supermarkets 

- First  Image,  a leader  in  document  image 
services 

- FIRST  HEALTH,  a provider  of  health  care 
administration  services 

• FFMC  operations  constituted  approximately 
one-half  of  FDC’s  consolidated  revenue  for 
1995. 

In  October  1995,  prior  to  its  merger  with 
FDC,  FFMC  acquired  Employee  Benefit 
Plans,  Inc.  of  Minneapolis  (MN)  for  $122.4 
million  plus  assumed  stock  options.  The 
acquisition  was  accounted  for  as  a purchase. 

• EBP  is  a health  care  claims  processor  and 
plan  administrator  and  has  a life  insurance 
subsidiary  that  sells  insurance  products 
ancillary  to  its  processing  services. 


• The  acquisition  expands  FIRST  HEALTH’S 
claims  processing  volume  and  client  base. 

In  June  1995,  FDC  acquired  the  merchant 
processing  and  point-of-sale  unit  of  Envoy 
Corporation  for  approximately  $175  million 

• Due  to  the  subsequent  acquisitions  of  Card 
Establishment  Services  (described  below) 
and  FFMC’s  merchant  card  processing 
operations,  FDC  has  decided  not  to  pursue 
its  business  plans  related  to  Envoy. 

• FDC  recorded  a $114.7  million  impairment 
charge  in  1995. 

In  March  1995,  FDC  acquired  CESI  Holdings, 
Inc.  and  its  subsidiary  Card  Establishment 
Services,  Inc.  (CES)  for  approximately  $757 
million  in  cash  and  stock.  The  acquisition 
was  accounted  for  as  a purchase. 

• CES  provided  merchant  card  transaction 
processing  services  to  more  than  125,000 
merchant  clients. 

• The  operations  of  CES  have  been  integrated 
into  FDC’s  First  Data  Merchant  Services 
unit. 

In  March  1995,  FDC  acquired  440  Financial 
Group,  a provider  of  processing  services  to 
bank-managed  mutual  funds.  The  operations 
of  440  Financial  Group  have  been  merged  into 
First  Data  Investor  Services  Group. 

In  November  1994,  FFMC  acquired  Western 
Union  Financial  Services,  Inc.  for  $1.2  billion 
in  cash  and  assumed  obligations.  Western 
Union  provides  nonbank  money  transfer  and 
bill  payment  services  in  more  than  100 
countries.  The  acquisition  was  accounted  for 
as  a purchase. 

During  1994,  FDC  acquired  the  third-party 
mutual  fund  administration  business  of  The 
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Boston  Company  (TBC),  a subsidiary  of 
Mellon  Bank,  for  approximately  $36  million. 

• Prior  to  the  purchase,  FDC  was  primarily  a 
transfer  agent.  This  transaction  doubled 
FDC’s  potential  marketplace. 

• This  business  was  combined  with  FDC’s 
mutual  fund  servicing  business  (First  Data 
Investor  Services  Group). 

During  1994,  FDC  acquired  Citicorp’s  official 
check  and  money  order  business.  These 
operations  were  merged  into  FDC’s  Integrated 
Payment  Systems  unit. 

During  1994,  FFMC  acquired  AT&T’s  Global 
Information  Solutions  Information  Imaging 
Systems,  which  provided  a line  of  information 
management  services  to  approximately  850 
customers  through  13  locations  across  the 
U.S. 

In  July  1994,  FFMC  acquired  GENEX 
Services,  Inc.  of  Wayne  (PA)  for  approximately 
$60.2  million  in  FFMC  common  stock.  The 
acquisition  was  accounted  for  as  a pooling  of 
interests. 

• GENEX  provides  workers’  compensation 
cost-containment  services  to  the  insurance 
industry.  The  company  had  more  than 
1,000  employees  at  the  time  of  the 
acquisition  and  120  offices. 

• The  operations  were  merged  into  FFMC’s 
FIRST  HEALTH  unit. 

In  May  1994,  FDC  acquired  TeleMoney 
Services  from  Ceridian  Corporation  for  $25 
million. 

• TeleMoney  Services  provides  transaction 
services,  including  credit  and  debit  card 
authorizations. 


• The  operations  of  TeleMoney  Services  have 
been  integrated  with  CES,  Envoy,  and 
NaBANCO  into  FDC’s  First  Data  Merchant 
Services. 

Divestitures 

FDC  is  actively  pursuing  the  divestiture  of  its 
MoneyGram  operation  in  1996  to  comply  with 
FDC’s  agreement  with  the  Federal  Trade 
Commission  (FTC)  related  to  the  merger  with 
FFMC.  As  part  of  the  merger,  the  FTC  issued 
a consent  order  requiring  FDC  to  sell  either 
MoneyGram  or  Western  Union. 

In  June  1995,  FDC  sold  its  Health  Systems 
Group  (HSG)  to  HBO  & Company  for 
approximately  $230  million.  HSG,  with  1994 
revenue  of  approximately  $121  million, 
provided  processing  services  and  turnkey 
systems  to  approximately  500  hospitals, 
medical  group  practices,  and  medical  facilities 
throughout  the  U.S.,  Australia,  Puerto  Rico, 
the  U.K.,  and  other  international  locations. 

In  November  1994,  FDC  completed  the  sale  of 
its  cable  services  and  hotel  reservation 
businesses  for  an  aggregate  of  $143  million. 

• The  Cable  Services  Group,  based  in  Omaha 
with  approximately  580  employees  and 
annual  revenue  of  $80  million,  provides 
processing  services  and  turnkey  systems  to 
cable  television  operators. 

- Although  this  unit  was  profitable,  it  did 
not  fit  into  FDC’s  long-term  plans  to  focus 
on  the  financial  sector. 

- The  Cable  Services  Group  was  sold  to  CSG 
management  and  investment  partners 
Morgan  Stanley  Group  and  Trident 
Capital,  L.P. 

• Anasazi,  Inc.,  based  in  Phoenix  (AZ), 
provides  processing  and  software  to  the 


First  Data  Corporation 
June  1996 


INPUT  1996.  Reproduction  prohibited. 


Page  9 of  15 


INPUT  Vendor  Profile 


retail,  lodging,  and  financial  services 
industries. 

In  November  1993,  FDC  completed  the  sale  of 
its  WATS  Marketing  of  America,  Inc. 
subsidiary  for  $73  million.  WATS  Marketing, 
based  in  Omaha  with  approximately  2,000 
employees,  provides  inbound  and  outbound 
telemarketing  services. 

Employees 

As  of  December  31,  1995,  FDC  had 
approximately  36,000  employees. 

The  company  currently  has  approximately 
37,000  employees. 

Key  Products  and  Services 

Domestic  Card  Issuer  Services 

FDC’s  Card  Services  Group  provides 
processing  and  related  services  to  financial 
institutions  issuing  Visa  and  MasterCard 
credit  cards,  and  oil  company  and  retail  store 
credit  cards.  Financial  institution  clients 
include  a range  of  banks,  savings  and  loan 
associations,  and  credit  unions. 

Services  are  provided  throughout  the  period  of 
each  credit/debit  card’s  use,  from  the  moment 
a card-issuing  client  accepts  an  application  for 
a transaction  card. 

• FDC  can  monitor  the  status  of  a 
cardholder’s  application  throughout  the 
approval  process  and  can  “score”  the 
application  using  criteria  furnished  by  the 
client. 

• FDC’s  in-house  embossing  facility  issues 
cards  for  new  accounts  and  at  renewal  dates 
established  by  the  client  for  existing  card 
accounts. 

• Fraud  management  services  monitor  the 
unauthorized  use  of  cards  reported  lost  or 
stolen,  or  which  are  exceeding  credit  limits. 


FDC  will  coordinate  with  investigation  and 
enforcement  authorities  at  the  card-issuing 
client’s  request  to  assist  in  preventing 
unauthorized  card  use. 

• Billing  statements  are  prepared  by  FDC  and 
mailed  directly  to  cardholders. 

• Enhanced  services  provided  by  FDC  include 
cardholder  database  analysis,  cardholder 
behavior  scoring,  and  customized 
communications  to  cardholders. 

• FDC’s  Bankcard  Program  Services  provides 
card-issuing  banks  with  the  complete 
infrastructure  for  a credit  card  program, 
including  full  back-office  support  in  the 
areas  of  application  processing,  credit 
support,  customer  service,  and  delinquent 
account  processing. 

• Revenues  for  card-issuing  services  come 
from  fees  payable  under  contracts  that 
primarily  depend  on  the  number  of 
transactions  processed. 

Prior  to  their  merger,  FDC  (ACB  Business 

Services)  and  FFMC  (Nationwide  Credit,  Inc.) 

both  provided  debt  collection  and  accounts 

receivable  management  services. 

• FDC  has  completed  the  consolidation  of  of 
ACB’s  operations  into  those  of  Nationwide. 
The  combined  operation  will  be  one  of  the 
nation’s  largest  collection  services,  with 
more  than  $4  billion  in  annualized 
placement  volume. 

• Collection  services  are  provided  from  offices 
located  throughout  the  U.S.,  to  a variety  of 
clients,  including  financial  institutions 
(including  FDC  card-issuing  clients), 
retailers,  health  care  providers,  and 
government  agencies. 
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• FDC  provides  collection  services  related  to 
certain  types  of  American  Express  cards. 

Domestic  Merchant  Processing  Services 

FDC  and  its  joint-venture  bank  alliances 
contract  directly  with  merchants  to  provide 
processing  services  related  to  the  merchant’s 
acceptance  of  cards  and  checks  at  the  point  of 
sale. 

• Services  include  the  authorization, 
processing,  and  settlement  of  credit  and 
debit  card  transactions,  and  the  verification 
or  guarantee  of  check  transactions. 

• Fees  for  full-service  merchant  sales  and 
processing  are  generally  based  on  the  dollar 
volume  of  transactions  processed.  Merchant 
dollar  volume  was  $144  billion  in  1995, 
compared  to  $74  billion  in  1994.  The 
acquisition  of  CES  in  March  1995  was  a 
major  contributing  factor  to  the  large 
volume  increase. 

In  early  1996,  FDC  began  a plan  to  combine 
the  operations  of  NaBANCO  from  FFMC  with 
the  CES  and  Envoy  businesses  acquired  by 
FDC  in  1995. 

• The  combined  entity — First  Data  Merchant 
Services — has  primary  merchant  card 
processing  centers  in  Hagerstown  (MD)  and 
Sunrise  (FL),  with  additional  volumes  of 
merchant  card  transactions  being  processed 
at  FDC’s  card-issuing  processing  center  in 
Omaha  (NE).  These  centers  support 
merchant  electronic  cash  registers  and  dial- 
up point-of-sale  authorization  and  draft 
capture  terminals. 

• First  Data  Merchant  Bank  Alliance 
members  include  Banc  One,  Bank  of 
Hawaii,  Barnett  Banks,  Boatment’s 
Bancshares,  Huntington  Bancshares,  PNC 
Bank,  U.S.  Bancorp,  Wachovia, 
NationsBank,  and  Wells  Fargo. 


• The  U$A  VALUE  EXCHANGE  program, 
formed  in  1995,  is  a partnership  owned  by 
credit  card  issuing  and  acquiring  financial 
institutions.  Member  financial  institutions 
can  offer  customized  promotions  to 
consumers.  FDC’s  Card  Services  Group 
manages  the  day-to-day  operations  of  the 
program  and  provides  related  processing 
services  and  technology  enhancements. 
Currently,  35  members  of  this  program 
represent  approximately  60  million 
cardholders. 

The  TeleCheck  system  is  one  of  the  largest 
check  acceptance  services  worldwide, 
operating  in  the  U.S.,  Canada,  Australia,  and 
New  Zealand. 

• These  services  are  provided  using  large 
consumer  databases  and  proprietary  risk 
management  systems  offered  under  the 
TeleCheck  trademark. 

• FDC  acquired  the  TeleCheck  business  and 
its  principal  franchisee  in  1992  and  certain 
other  independent  franchises  in  1993  and 
1994.  FDC  currently  operates  virtually  the 
entire  TeleCheck  system,  with  independent 
franchisees  remaining  in  only  three  states 
and  Canada. 

• Fees  charged  to  customers  for  check 
guarantee  services  are  generally  based  on 
the  dollar  volume  of  transactions  processed, 
whereas  verification  fees  are  based  on  the 
number  of  transactions. 

• TeleCheck  also  provides  collection  services 
in  conjunction  with  its  check  verification 
services. 

International  Card  Services 
Services  provided  through  FDRL  in  the  U.K. 
and  First  Data  Australia  generally  mirror  the 
company’s  domestic  card-issuing  and 
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merchant  processing  services  provided  to 
financial  institutions. 

In  addition,  FDC  operates  the  largest 
independent  funds  transfer  network  in 
Australia,  providing  funds  transfer,  debit 
card,  and  automated  teller  machine  services. 
The  network  extends  to  all  of  Australia’s 
principal  cities,  and  is  used  primarily  by 
credit  unions,  banks,  and  building  societies. 

Payment  Instruments 

FDC  provides  nonbank  money  transfer  and 
bill  payment  services,  using  an  agent  network 
of  more  than  50,000  domestic  and  12,000 
international  agent  locations  (excluding 
MoneyGram  agents)  to  provide  payment 
instrument  transaction  services  to  consumers 
in  more  than  120  countries. 

Western  Union  Financial  Services  provides 
electronic  consumer  nonbank  money  transfer 
services  worldwide. 

• Western  Union  has  expanded  its  worldwide 
agent  base  to  more  than  32,000  locations. 
Agents  include  supermarkets,  check 
cashers,  parcel  service  stores,  foreign 
currency  exchanges,  and  other  retail 
establishments. 

• Customers  can  also  call  toll-free  to  a 
Western  Union  service  center  and  charge 
the  transfer  and  related  fee  to  their  credit 
card  account. 

• Western  Union’s  Quick  Collect  service  is  a 
bill  payment  service  that  allows  utility, 
mortgage,  finance,  and  collection  companies 
to  receive  payments  on  past  due  accounts 
from  consumers  via  a money  transfer 
initiated  at  a participating  Western  Union 
agent  location. 

• Ancillary  services  include  money  orders  and 
a prepaid  disposable  phone  card. 


Integrated  Payment  Systems  (IPS)  provides 
payment  instrument  transaction  processing  to 
financial  institutions  and  other  selling  agents. 
In  addition,  IPS,  through  a network  of  selling 
agents,  provides  consumer  funds  transfer 
services,  as  well  as  payment  instrument 
transaction  processing,  to  retail  customers. 

• A significant  but  declining  percent  of  these 
services  is  generated  from  official  checks, 
money  orders,  and  money  transfers 
(American  Express  Money®  Orders, 
American  Express  Official  Checks,  and 
MoneyGram)  issued  under  an  agreement 
with  an  American  Express  subsidiary. 

• Official  Checks  serve  as  an  alternative  to  a 
bank’s  own  disbursement  items  such  as 
teller’s  or  cashier’s  checks. 

• IPS  also  provides  cash  management  services 
for  corporations  and  financial  services 
institutions.  IPS  operates  as  an  electronic 
clearinghouse  to  collect,  concentrate,  and 
disburse  financial  information.  The 
electronic  link  provides  customers  with 
instant  access  to  their  investment  funds  and 
enables  cash  managers  to  analyze 
investments  and  take  advantage  of  financial 
opportunities. 

In  1996,  FDC  began  implementing  a plan  to 
combine  the  business  operations  of  Western 
Union  and  IPS.  FDC  plans  to  use  the  well- 
recognized  Western  Union  name  extensively 
as  it  migrates  from  the  American  Express 
name  for  its  payment  instrument  products. 

Investment  Processing  Services 
First  Data  Investor  Services  Group  provides  a 
variety  of  back-office  processing  services  to 
the  mutual  fund  industry,  including  transfer 
agent  services,  fund  administration  and 
accounting  services,  print/mail,  fulfillment 
and  proxy  services,  and  retirement  account 
recordkeeping  and  transaction  services.  FDC 
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markets  these  services  to  mutual  fund 
organizations,  banks,  and  other  investment 
organizations  desiring  to  outsource  one  or 
more  of  their  back-office  processing  functions. 

The  number  of  mutual  fund  shareholder 
accounts  serviced  by  FDC  totaled  13.3  million 
as  of  December  31,  1995,  up  from  12.1  million 
as  of  December  31,  1994. 

Revenues  received  for  fund  administration 
and  accounting  services  primarily  consist  of 
annual  fees  paid  in  monthly  installments 
based  on  mutual  fund  asset  levels.  Fees  for 
printing,  mailing,  and  proxy  solicitations  are 
charged  by  volume  for  each  job. 

Health  Care  Administrative  Services 
FIRST  HEALTH,  based  in  Salt  Lake  City 
(UT),  is  the  largest  independent  health  care 
administrative  services  organization  in  the 
U.S..  It  serves  the  self-insured  corporate  and 
government  markets,  processing  more  than 
$10  billion  in  claims  each  year. 

• FIRST  HEALTH  gives  its  clients  access  to 
an  array  of  services  with  an  advanced 
health  care  administration  system. 

• The  unit  provides  claims  administration, 
utilization  review,  medical  case 
management,  data  analysis,  provider 
networks,  pharmacy  benefit  management, 
worker’s  compensation,  and  disability  cost 
management  services,  as  well  as  related 
insurance  products  and  outsourcing  services 
to  HMOs  and  other  health  care  providers. 

FFMC  acquired  Employee  Benefits  Plans,  Inc. 
(EBP)  in  October  1995,  expanding  FIRST 
HEALTH’S  claims  processing  volume  and 
client  base. 

• EBP  provides  managed  health  care  products 
and  services  primarily  to  small  and 


medium-sized  companies  throughout  the 
U.S. 

• Products  and  services  include  claims 
administration  and  processing,  medical  cost 
management  programs,  and  plan  design  and 
consulting  services. 

• In  addition,  EBP  sells  health  insurance 
coverages  through  its  EBPLife  Insurance 
Company  subsidiary. 

FIRST  HEALTH’S  services  were  expanded  by 
the  addition  of  GENEX  Services,  Inc.  in  July 
1994,  which  provides  workers’  compensation 
cost-containment  services  to  the  insurance 
industry  and  to  self-insured  corporations 
throughout  the  U.S.,  Canada,  and  Puerto 
Rico.  Services  provided  include  medical  and 
disability  case  management,  medical  bill 
review,  and  vocational  rehabilitation. 

Specialty  Services 

First  Image  Management  Company,  acquired 
with  FFMC,  provides  data  imaging  services  to 
more  than  13,000  customers. 

• First  Image  has  implemented  a total- 
solution  approach,  known  as  Integrated 
Document  Services,  to  provide  a range  of 
information  management  services,  including 
data  capture,  data  imaging,  micrographics, 
electronic  database  management,  and 
output  printing  and  distribution. 

• The  majority  of  First  Image’s  revenues  are 
derived  from  contracts  of  two  to  three  years 
in  duration. 

• First  Image  now  uses  third-party  equipment 
suppliers  to  furnish  its  clients  with  imaging 
equipment  and  associated  maintenance 
services,  following  the  implementation  in 
1994  of  a business  strategy  to  de-emphasize 
its  equipment  sales  and  related 
maintenance. 
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International  Banking  Technologies  (IBT) 
provides  banking  services  in  supermarkets 
and  supercenter  stores,  including  full-service 
in-store  bank  branches,  mini-branch  banking 
centers,  and  check-cashing  facilities  to 
financial  institutions  and  food  retailers.  IBT 
derives  its  revenues  from  fees  earned  during 
the  design  and  installation  phases  and 
ongoing  management  of  the  in-store  program 
between  the  financial  institution  and  the 
retailer. 

First  Data  Solutions  provides  information 
solutions  to  the  financial,  retail,  collections, 
and  insurance  industries.  It  provides  vast 
amounts  of  knowledge  to  those  in  the  credit, 
fraud,  collections  and  marketing  departments. 
First  Data  InfoSource  is  part  of  First  Data 
Solutions.  More  than  half-a-billion  pieces  of 
information  on  America’s  consumers  and 
businesses  are  integrated  into  a single 
information  source  to  improve  customers’ 
profitability  and  performance. 

Teleservices  is  the  sole  external  provider  of 
operator  and  customer  support  services  to  a 
leading  long-distance  telephone  company. 

Call  Interactive  provides  customized  800 
telephone  interactive  voice  services  to  gather, 
process,  and  disseminate  information  for 
client  marketing  needs.  Call  Interactive  is 
well-positioned  to  capitalize  on  the  need  for 
cost-effective  alternatives  to  live  operators, 
the  increased  acceptance  of  automated 
telephone  services  by  consumers  and 
businesses,  and  the  growing  consumer 
demand  for  access  to  financial  and  other  data 
24  hours  a day,  365  days  a year. 

Marketing  and  Sales 

FDC  markets  its  services  through  a variety  of 
channels,  including  direct  solicitation  and 
general  advertising. 


FDC  employees  are  used  in  the  direct 
solicitation  of  new  clients  and  the  cross-selling 
of  additional  FDC  services  to  existing  clients. 

General  advertising  is  accomplished  through 
industry  and  trade  publications,  direct  mail, 
telemarketing,  and  contact  at  trade 
conventions  and  FDC-sponsored  seminars,  as 
well  as  direct  sales. 

Western  Union  maintains  a broad-based 
advertising  and  marketing  program 
supporting  the  Western  Union  brand  name 
and  public  awareness  of  Western  Union’s 
services. 

Alliances 

FDC  has  alliances  with  certain  vendors  as 
follows: 

• First  Image  and  Corporate  Systems  have 
formed  a partnership  to  provide  full- 
function  800  claim  reporting  services.  The 
services  combine  Corporate  Systems’  CS 
Teleclaim  risk  information  system  with 
First  Image’s  data  acquisition  and 
conversion  services. 

• FDC  and  Broadway  & Seymour  have  formed 
a five-year,  multimillion-dollar  agreement 
related  to  distributed  systems  for  card 
services.  Broadway  & Seymour  will  provide 
consulting  services  to  First  Data  and 
systems  integration  services  to  First  Data 
clients  in  the  area  of  distributed  systems  for 
financial  institutions  to  easily  and  cost 
effectively  maintain,  manipulate,  and 
analyze  cardholder  data  directly  from  the 
desktops  of  their  employees.  FDC  is 
developing  the  integrated,  client/server 
environment. 

• FDC’s  Card  Services  Group  and  Netscape 
Communications  Corporation  announced  the 
availability  of  an  Internet  payment 
processing  service  that  will  comply  with  the 
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Secure  Electronic  Transactions 
specifications  from  MasterCard  and  Visa. 

The  ongoing  development  of  this  service  is 
evidence  of  a commitment  by  First  Data  and 
Netscape  to  open  standards  and  to  providing 
the  necessary  infrastructure  for  electronic 
commerce  payment  processing. 

Competition 

Major  competitors  by  business  unit  include 

the  following: 

• Domestic  card  issuer  processing 

services — Electronic  Data  Systems,  National 
Data  Corp.,  Select  Payment  Systems,  and 
Total  System  Services. 

• Domestic  merchant  processing 
services — Electronic  Data  Systems, 
Electronic  Payment  Services,  National  Data 
Corp.,  Select  Payment  Systems,  Total 
System  Services,  and  VeriFone 

• Check  acceptance  services— National  Data 
Corporation  and  Telecredit 

• Data  imaging  services — Anacomp 

• Health  care  claims  processing — EDS,  Blue 
Cross/Blue  Shield,  Aetna,  and  Crawford  & 
Co. 

• Investment  processing  services — DST 
Systems 

• Call  Interactive — AT&T  and  West 
Telemarketing 

Assessment 

FDC  considers  its  strengths  to  include: 

• A focus  on  clients.  FDC  has  designed  its 
structure,  management,  and  systems  to  help 
clients  achieve  their  goals.  With  a flat, 
decentralized  organization,  FDC  believes  it 
can  react  more  quickly,  compress  response 


time,  and  empower  colleagues  to  make 
decisions  that  will  support  client  goals. 
FDC’s  vision  remains:  Every  client 
recommends  First  Data. 

• A focus  on  values.  All  of  FDC’s  activities  are 
based  on  and  guided  by  the  following  core 
values:  Embodying  the  highest  ethical 
standards,  satisfying  clients  by  always 
exceeding  their  expectations,  treating  people 
with  respect  and  dignity,  and  creating  value 
for  shareholders. 

• A focus  on  opportunity.  FDC,  one  of  the 
architects  of  electronic  commerce,  feels  the 
company  has  built  an  industry-leading 
expertise  in  this  arena  over  many  years, 
with  the  opportunities  for  growth  nearly 
unlimited. 

• A focus  on  growth.  FDC  requires  a high 
level  of  performance  and  caring  from 
colleagues.  This  has  led  to  the  company’s 
creation  of  a distribution  channel  that 
covers  120  countries  around  the  world. 

FDC’s  primary  challenges  over  the  coming 

year  include: 

• Staying  innovative.  As  an  industry  leader, 
FDC’s  focus  must  remain  on  keeping  clients 
well-positioned  in  the  dynamic,  changing 
environment  of  electronic  commerce. 

• Maintaining  the  focus,  quickness,  energy, 
and  agihty  of  a small  company. 

• Successfully  integrating  FDC  and  FFMC. 
The  new  FDC  must  build  a focused 
employee  base  that  shares  the  same  vision 
and  values  and  brings  the  best  of  both 
companies  to  its  clients  in  a seamless  way. 
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Public  Corporation 
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11,500  (3/93) 
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12/31/92 


Key  Points 


First  Financial  Management  Corporation  (FFMC)  is  committed  to 
providing  a range  of  information  processing  services  to  support 
consumer  and  commercial  transactions. 

During  1992,  FFMC  made  the  decision  to  divest  itself  of  three 
businesses  that  were  no  longer  strategic  to  the  direction  of  the 
company-Georgia  Federal  Bank;  First  Family  Financial  Services,  a 
regional  consumer  finance  company;  and  Basis  Information 
Technologies,  a provider  of  processing  services  to  over  1,000 
financial  institutions. 

The  company's  primary  focus  for  each  of  its  divestitures  was  to 
strengthen  FFMC's  balance  sheet.  With  the  completion  of  these 
transactions,  FFMC  has  converted  approximately  $240  million  in 
intangibles  and  received  almost  $500  million  in  cash  and  marketing 
securities  which  will  be  used  to  pay  down  debt  and  reinvest  in  core 
businesses. 

FFMC  remains  committed  to  an  aggressive  acquisition  program  in 
order  to  expand  market  share,  enter  new  markets,  and  add 
management  and  technical  depth.  During  1992,  FFMC  acquired  a 
leading  health  care  management  services  company,  a check 
guarantee  and  verification  services  company,  and  other  businesses  in 
merchant  credit  card  processing  and  software. 

During  1992,  NaBANCO,  FFMC's  merchant  credit  card  processing 
subsidiary,  further  expanded  into  regional  and  local  markets  by 
opening  24  sales  offices  throughout  the  U.S.  NaBANCO  is  also 
pursuing  credit  card  business  internationally  by  initiating  Canadian 
processing  for  those  U.S.  clients  with  Canadian  operations. 
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FFMC,  founded  in  1971,  provides  a range  of  processing  services- 
including  merchant  credit  card  authorization,  processing,  and 
settlement;  check  guarantee  and  verification;  debt  collection  and 
accounts  receivable  management;  data  imaging;  micrographics  and 
electronic  data  base  management;  medical  claims  processing  and 
integrated  health  care  management;  and  development  and  marketing 
of  data  communications  and  information  processing  systems. 

• FFMC  services  a large  and  diverse  institutional  customer  base  that 
services  the  consumer:  merchants,  restaurants,  hotels, 
manufacturers,  wholesalers,  financial  institutions,  insurance 
companies,  hospitals  and  physicians,  utilities,  and  various  national, 
state,  and  local  government  agencies. 

• Services  are  currently  provided  to  over  220,000  customers  through  a 
distribution  network  of  410,000  on-line  devices  and  180  business 
units  throughout  the  U.S.  Canada,  and  the  Caribbean. 

FFMC  currently  conducts  its  operations  in  three  areas  as  follows: 

• Merchant  Services:  This  unit,  with  over  3,600  employees,  provides 
information  services  through  NaBANCO  (merchant  credit  card 
processing),  TeleCheck  (check  guarantee  and  verification  services), 
Nationwide  Credit  (debt  collection  and  accounts  receivable 
management  services),  and  MicroBilt  (data  communications  and 
information. processing  systems).  Merchant  Services  supports  over 
205,000  customers  through  46  locations  and  had  revenue  of  $841 
million  in  1992. 

• Data  Imaging  Services:  This  group,  with  3,300  employees,  consists 
of  the  operations  of  First  Image  Management  Company  and  its  four 
divisions.  Services  include  computer  output  micrographics, 
electronic  laser  printing,  microfilm,  micropublishing,  high-  and  low- 
speed  data  capture,  direct-mail  marketing  services,  and  data  base 
management  systems.  This  group  has  over  12,000  customers  and 
produced  revenue  of  $222  million  in  1992. 

• Health  Care  Services:  This  group,  with  3,900  employees,  consists  of 
the  operations  of  FIRST  HEALTH  Services  (formerly  The 
Computer  Company)  and  FIRST  HEALTH  Strategies  (formerly 
ALTA  Health  Strategies).  Services  include  Medicaid  claims 
processing,  pharmaceutical  claims  processing,  third-party 
administration,  psychiatric  and  chemical  dependency  managed  care, 
utilization  review,  provider  networks,  and  data  analysis.  This  group 
has  over  1,700  customers  and  1992  revenue  of  $214  million. 
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Strategy 


Financials 


The  core  foundation  of  FFMC  is  based  on  a commitment  to 
decentralized  management  within  a corporate  environment, 
emphasizing  autonomy,  accountability,  and  decision-making  at  the 
operating  level,  and  centralized  policy,  strategic  planning,  and  control 
set  and  managed  at  the  corporate  level. 

FFMC's  corporate  strategy  is  to  increase  shareholder  value  through 
earnings  per  share  growth,  improved  return  on  equity,  and  economies 
of  scale  in  operations;  and  to  expand  market  share  through  strategic 
and  tactical  acquisitions  and  internal  growth. 


FFMC's  revenue  from  continuing  operations  reached  $1.4  billion  in 

1992,  a 36%  increase  over  $1.0  billion  for  1991. 

• Income  from  continuing  operations  before  taxes  declined  to  $61.9 
million  in  1992  but  includes  a loss  of  $79.6  million  related  to  the 
write-down  of  the  carrying  value  of  Basis  Information  Technologies' 
net  assets  prior  to  its  sale  in  1993. 

• In  the  five-year  financial  summary  on  the  following  page, 
discontinued  operations  include  the  results  of  Georgia  Federal  Bank 
and  First  Family  Financial  Services: 

The  36%  increase  in  revenue  from  continuing  operations  in  1992  over 

1991  was  due  to  business  acquisitions  and  revenue  expansion  within 

existing  businesses. 

• The  merchant  credit  card  processing  area  benefited  from  an  increase 
in  retail  activity  during  the  1992  holiday  season  in  the  fourth  quarter. 

• Health  care  services  experienced  increased  claims  processing 
volume  and  received  several  new  long-term  contracts  with 
government  agencies  and  became  fully  operational  on  several  other 
processing  contracts. 
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FIRST  FINANCIAL  MANAGEMENT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue  from 
continuing  operations 

$1,404.7 

$1,036.1 

$816.3 

$606.7 

$447.3 

• Percent  increase 

from  previous  year 

36% 

27% 

35% 

36% 

N/A 

Revenue  from 
discontinued  operations 

$184.5 

$173.9 

$162.6 

$92.0 

N/A 

Income  from  continuing 
operations  before  taxes 

$61.9 

$100.1 

$79.2 

$69.3 

$556.7 

• Percent  increase 
(decrease)  from 

(a) 

previous  year 

(38%) 

26% 

14% 

22% 

N/A 

Income  from  discontinued 
operations 

$36.9 

$30.7 

$25.2 

$16.2 

N/A 

Net  income 

$45.8 

$89.0 

$72.9 

$56.8 

$34.5 

• Percent  increase 
(decrease)  from 

(b) 

previous  year 

(49% 

22% 

28% 

65% 

140% 

Earnings  per  share  from 
continuing  operations 

$0.27 

$1.17 

$1.10 

$1.01 

$1.13 

Net  earning  per  share  (c) 

$0.79 

$1.79 

$1.67 

$1.43 

$1.13 

(a)  Includes  $79.6  million  loss  from  write-downs  associated  with  Basis  Information  Technologies. 


(b)  Includes  a net  loss  of  $6.8  million  from  the  sale  of  Georgia  Federal  Bank  and  First  Family. 

(c)  Exclusive  of  the  Basis  charge  and  the  loss  on  sales  of  discontinued  operations,  total  earnings  per 
share  would  have  been  $2.03,  up  13%,  without  the  benefit  of  earnings  attributed  to  First  Family  for  two 
months. 


A three-year  summary  of  source  of  revenue  by  business  segment  is 
estimated  as  follows: 
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FIRST  FINANCIAL  MANAGEMENT  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Merchant  Services 

$841 

60% 

$683 

66% 

$504 

62% 

Data  Imaging  Services 

222 

16% 

200 

19% 

150 

18% 

Health  Care  Services 

214 

15% 

69 

7% 

55 

7% 

Basis  Information 
Technologies  (a) 

114 

8% 

82 

8% 

105 

13% 

Other 

14 

1% 

2 

- 

2 

-- 

TOTAL 

$1,405 

100% 

$1,036 

100% 

$816 

100% 

(a)  Sold  in  February  1993. 


Revenue  from  continuing  operations  for  the  three  months  ending 
March  31,  1993  reached  $343.5  million,  a 26%  increase  over  $272.1 
million  for  the  same  period  in  1992.  Income  from  continuing 
operations  for  the  quarter  increased  54%  to  $20.6  million,  up  from 
$13.4  million  for  the  first  quarter  of  1992. 


Acquisitions  During  the  past  20  years,  FFMC  has  integrated  well  over  70 

acquisitions. 

Acquisitions  made  during  1992  include  the  following: 

■ FFMC  purchased  the  National  Westminster  Bank  merchant 
portfolio  and  Barclay's  Bank  merchant  portfolio  was  converted  to 
NaBANCO. 

• In  July  1992,  FFMC  purchased  TeleCheck  Services,  Inc.  from 
McDonnell  Douglas  Corporation  and  TeleCheck's  principal 
franchisee.  Payment  Services  Company,  for  $156.1  million  in  cash 
and  stock. 

- TeleCheck  and  Payment  Services,  with  1,160  employees  and  1991 
revenue  of  $105  million,  provide  check  verification  and  guarantee 
services  to  the  retail  industry. 


June  1993 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  13 


FIRST  FINANCIAL  MANAGEMENT  CORPORATION 


INPUT 


- The  operations  of  TeleCheck  and  Payment  Services  have  been 
combined,  with  executive  offices  in  Houston.  TeleCheck  now 
operates  as  a wholly  owned  subsidiary  of  FFMC  within  its 
Merchant  Services  segment. 

• In  October  1992,  FFMC  acquired  COIN  Banking  Systems,  Inc.  of 
Norcross  (GA). 

- COIN  Banking,  with  50  employees  and  annual  revenue  of  $4 
million,  provides  PC/LAN-based  application  software  to  the 
financial  industry  for  consumer  and  commercial  lending,  bank 
card  operations,  and  retail  credit  approval. 

- COIN  Banking  now  operates  as  a subsidiary  of  FFMC's  MicroBilt 
unit. 

• In  January  1993,  FFMC  acquired  Techpoint,  Inc.  of  Livonia  (MI). 

- Techpoint,  with  70  employees,  provides  retail  point-of-sale 
systems. 

- The  acquisition  enables  FFMC's  MicroBilt  subsidiary  to  further 
expand  its  retail  automation  system  capabilities  and  products  for 
markets  such  as  specialty  retailers,  department  stores,  home 
centers,  and  general  merchandise  retailers  with  multiple 

• operating  system  platforms,  including  DOS,  OS/2,  and  UNIX. 

• In  April  1992,  FFMC  acquired  ALTA  Health  Strategies  of  Salt  Lake 
City  (UT)  for  $112.5  million  in  cash  and  stock. 

- ALTA,  with  2,760  employees  and  1991  revenue  of  $142  million,  is 
one  of  the  nation's  largest  processors  of  private  sector  health  care 
claims. 

- ALTA  now  operates  as  FIRST  HEALTH  Strategies  within 
FFMC’s  Health  Care  Services  segment. 

• During  1992,  FFMC  also  acquired  SUMMIT  Information  Systems 
and  American  Data  Services,  two  financial  services  processing  firms 
which  were  merged  into  FFMC's  Basis  Information  Technologies 
unit,  which  was  sold  to  FIserv  in  February  1993. 

During  1991  FFMC  made  nine  acquisitions,  including  the  merchant 
credit  card  portfolios  of  four  of  First  American  Bancshares 
Corporation's  affiliated  banks;  the  merchant  credit  card  portfolios  of 
CFC  Financial  Services,  Inc.  and  State  Street  Banks  and  Trust  Co.;  the 
COM  businesses  of  TRW  Inc.  (Sacramento,  CA),  Kalvar  Corporation, 
and  COM  Service  Corporation  (Chicago,  IL);  Laser  Print  America 
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Divestitures 


Alliances 


(imaging  services);  Midwest  Benefits  Corporation  (health  care  third- 
party  administration  processing),  and  Gamma  Micro-Systems  Ltd. 
(software  for  restaurant  point-of-sale  systems). 

During  1990,  information  services  businesses  acquired  by  FFMC 
included  Electro  Data  Corporation  (credit  card  authorization  and 
settlement  services  to  hotels  and  resorts),  OnLine  Financial 
Communication  Systems  (PC  integration  software),  Nationwide  Credit 
(debt  collection  and  accounts  receivable  management  services),  Zytron 
Corporation  COM  and  other  data  imaging  services),  Post-Tron  Systems 
Corporation  (integrated  POS  systems  for  specialty  retailers),  certain 
assets  of  Chilton  Data  Services,  and  the  merchant  credit  card  portfolios 
of  Bank  of  Boston,  Bank  of  New  York,  and  Southeast  Bank  of  Florida. 


In  February  1993,  FFMC  completed  the  sale  of  Basis  Information 
Technologies  to  FIserv  Inc.  for  $96.5  million  in  cash  and  FIserv  stock. 
Basis,  with  approximately  980  employees  and  1992  revenue  of  $113.8 
million,  provides  processing  services  to  more  than  1,000  financial 
institutions  in  36  states. 

In  November  1992,  FFMC  completed  the  sale  of  First  Family  Financial 
Services,  a wholly  owned  consumer  finance  subsidiary  of  Georgia 
Federal  Bank,  to  Associates  Corporation  of  North  America  (a  unit  of 
Ford  Motor  Company)  for  $248  million. 

FFMC  has  completed  the  sale  of  Georgia  Federal  Bank  to  First  Union 
Corporation  for  $269  million. 

• Georgia  Federal  was  originally  acquired  by  FFMC  in  1989 
specifically  to  protect  its  merchant  credit  card  business  and  to 
provide  direct  access  to  the  payment  system. 

■ During  1992,  FFMC  developed  alternative  measures  to  protect  its 
franchise,  including  the  formation  of  a credit  card  bank,  First 
Financial  Bank.  Georgia  Federal  was  then  no  longer  strategic  to 
FFMC's  corporate  direction. 


FFMC,  through  its  various  operating  units,  has  a number  of  alliances, 
including  the  following: 

• MicroBilt  is  an  NEC  Original  Equipment  Manufacturer  and  an  IBM 
Business  Partner. 

• FIRST  HEALTH  has  a strategic  alliance  with  Healthcare  Compare. 
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Competitors 


Key  Products  and 
Services 


As  of  December  31,  1992,  FFMC  had  12,600  employees.  The  company 
currently  has  11,500  employees. 


FFMC's  competitors  generally  vary  by  regional  area.  Major 
competitors  to  FFMC,  by  product/service  area,  include  the  following: 

• Data  imaging  services:  Anacomp 

• Credit  card  services:  National  Processing  Co.,  CES,  and  National 
Data  Corporation 

• Check  verification:  National  Data  Corporation  and  Telecredit 

• Medical  processing:  Electronic  Data  Systems,  Blue  Cross/Blue 
Shield,  Aetna,  and  Crawford  & Co. 


INPUT  estimates  over  97%  of  FFMC's  1992  revenue  was  derived  from 
its  various  processing  services  and  the  remainder  from  integrated 
systems  provided  by  MicroBilt. 

Merchant  Services: 

NaBANCO,  a wholly  owned  subsidiary  of  FFMC,  is  the  largest  full 
service  third-party  provider  of  merchant  credit  card  authorization, 
processing,  and  settlement  services  in  the  U.S.  Services  are  provided  to 
over  129,000  merchant  customers  at  over  200,000  locations  throughout 
the  U.S.,  the  Caribbean,  and  Canada. 

• Processing  centers  are  in  Sunrise  (FL)  and  Melville  (NY). 
NaBANCO  also  maintains  a customer  service  office  in  Denver  (CO) 
servicing  primarily  its  hotel  and  resort  clients.  These  operations 
support  electronic  cash  registers  and  dial  up  point-of-sale 
authorizations  and  draft  capture  terminals. 

• At  NaBanco,  major  emphasis  has  been  placed  on  expanding  further 
into  the  regional  and  local  account  marketplace.  During  1992,  a 
regional  sales  program  was  established  and  24  sales  offices 
throughout  the  U.S.  were  opened. 

• Merchants  served  range  from  large,  multilocation  retailers  to  one- 
location  specialty  stores,  restaurant  and  hotel  chains,  mail  order 
companies,  government/utilities,  car  rental  agencies,  and  financial 
institutions.  Clients  also  include  fast  food  chains,  theaters,  and 
supermarkets. 
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• NaBANCO  processed  over  $42  billion  in  total  merchant  credit  card 
transactions  in  1992,  compared  to  $33  billion  in  1991,  $24  billion  in 
1990,  $17  billion  in  1989,  and  $12  billion  in  1988.  Over  95%  of  the 
transactions  settled  by  NaBANCO  are  performed  electronically. 

• Fees  for  credit  card  services  are  based  on  the  dollar  volume  of 
transactions  processed. 

• Services  added  during  1992  include  the  following: 

- The  SurePay™  credit  card  system  that  provides  chargebackless 
processing  to  the  merchant.  The  SurePay  Terminal  and  Printer 
accesses  the  NaBANCO  operating  system  directly  and  eliminates 
procedural  chargebacks.  The  system  features  electronic  signature 
capture  and  both  magnetic  stripe  and  embossed  number  reading 
capabilities. 

- NaBANCO  is  using  the  extensive  check  verification  data  base  of 
TeleCheck  to  promote  Chek*ItSM,  NaBANCO's  check  verification 
product. 

- Trac*ItSM  is  a PC-based  electronic  tracking  and  filing  system  for 
retrieval  and  chargeback  requests  for  on-site  client  use. 

• Gateway  switching  to  major  check  guarantee  services  (JBS  and 
Telecredit),  check  authorization,  and- debit  card  support  are  also 
available  to  NaBANCO  customers. 

• NaBANCO  also  offers  specialized  services  such  as  cash 
consolidation  and  specialty  data  capture  applications,  property 
management  credit  card  interfaces  for  hotel  and  restaurant  chains, 
and  on-line  address  verification  for  mail  order  merchants. 

TeleCheck  is  one  of  the  world's  largest  check  acceptance  companies 

with  nearly  30  years  experience. 

• Services  include  check  guarantee,  check  verification,  credit 
collection,  and  new  bank  account  screening. 

• TeleCheck  operates  a worldwide  system  with  offices  in  78  cities. 

• During  1992,  TeleCheck  served  approximately  100,000  retailers  and 
financial  institutions  worldwide  handling  over  $15  billion  in  check 
approvals,  compared  to  $9.2  billion  in  check  approvals  in  1991. 

MicroBilt  markets  and  supports  integrated  intelligent  data 

communications  systems  designed  for  applications  requiring  two-way 
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communication  between  a central  office  and  large  numbers  of 
geographically  dispersed  locations. 

• Systems  are  available  for  credit  verification,  electronic  forms 
processing  (health  care),  message  broadcast  and  electronic  forms 
communications  (wholesale  industry),  transportation,  retail, 
convenience  stores,  and  restaurant  chains. 

• MicroBilt  manages  over  40,000  systems  for  more  than  20,000 
customers  nationwide. 

• During  1992  MicroBilt  became  an  NEC  OEM  distributor, 
integrating  the  NEC  Personal  Computer  line  into  its  product 
offerings.  MicroBilt  is  also  an  IBM  Business  Partner. 

• Clients  include  Discover  Card  and  Ryder. 

Nationwide  Credit  provides  a range  of  customized  debt  collection  and 
accounts-receivable  management  services  to  financial  institutions, 
retailers,  government  agencies,  and  health  care  providers  through  seven 
collection  offices  located  throughout  the  U.S. 

• Operations  are  conducted  through  three  divisions-Government 
Services,  Banking  and  Retail,  and  Financial  Health  Services 

• Fees  charged  to  customers  are  generally  based  on  the  dollar  amount 
of  funds  collected. 

Data  Imaging  Services: 

Through  First  Image  Management  Company,  FFMC  provides  data 
imaging  services  and  data  base  services  through  98  locations  across  the 
U.S.  to  over  12,000  customers. 

Computer  output  micrographics  (COM)  services  are  provided 
nationwide  through  centers  located  in  23  states. 

• Micrographics  equipment-including  microfiche  and  microfilm 
readers,  reader/printers,  microfilm  cameras,  and  related  supplies- 
are  also  sold  to  COM  customers. 

• During  1992,  First  Image  was  awarded  an  exclusive  national  contract 
to  provide  COM  services  for  NationsBank. 

• FASTFICHE,  released  in  1992,  is  an  imaging  service  that  combines 
the  best  attributes  of  magnetic,  optical  disk,  and  microfiche  in  a 
service  bureau  environment. 
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FDX,  the  print  and  mail  division,  provides  the  design,  creation,  and 
management  of  documents  such  as  invoices,  account  statements,  and 
collection  letters  and  distributes  them  to  10  million  consumers  and 
organizations  every  month. 

The  Data  Input  Division  (formerly  Appalachian  Computer  Services),  is 
a separate  division  of  First  Image  with  approximately  1,800  employees. 

• The  division  provides  data  base  design,  entry,  and  management; 
image  conversion;  and  systems  operations  services  for  approximately 
1,000  customers  through  17  locations  nationwide. 

• During  1992,  this  unit  was  awarded  a contract  to  provide  data  entry 
of  all  credit  card  applications  for  the  new  GM  Card. 

The  Demand  Publishing  division  maintains  documents  on-line  for 
customers  and  prints  them  on  demand.  The  unit  has  contracts  with 
Xerox  Customer  Education  and  McDonald  Douglas  Technical 
Publications. 

Health  Care  Services: 

FIRST  HEALTH  Services  Corporation  provides  transaction  processing 
services  for  Medicaid  programs  in  eight  states  and  Washington,  D.C. 
and  processes  pharmaceutical  claims  for  private  and  public  third-party 
payers. 

• Central  to  FIRST  HEALTH'S  processing  business  is  its  Medicaid 
Management  Information  System  (MMIS),  which  has  been  certified 
by  the  federal  government.  MMIS  can  also  be  used  in  other 
industries. 

■ FIRST  HEALTH  has  been  a fiscal  agent  in  the  Medicaid  System  for 
20  years,  and  processes  approximately  136  million  Medicaid  claims 
worth  more  nearly  $12  billion  in  payments  each  year.  These  services 
are  provided  on  a contractual  basis,  generally  with  terms  of  three 
years  or  more. 

• FIRST  HEALTH  processes  19  million  pharmaceutical  claims 
annually. 

- The  company  provides  services  on  one  of  the  largest  government 
pharmaceutical  claims-processing  contracts  in  the  nation,  the 
Pharmaceutical  Assistance  Contract  for  the  Elderly  (PACE)  for 
the  state  of  Pennsylvania. 

- During  1992,  FFMC  was  awarded  a contract  to  administer  the 
State  of  Maryland's  Medicaid  drug  claim  benefit  through  an  on- 
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line,  POS  claims  processing  and  prospective  drug  utilization 
review  system. 

- During  1992,  FIRST  HEALTH  also  implemented  a similar  state- 
wide system  for  Blue  Cross/Blue  Shield  of  North  Carolina,  and 
integrated  drug  claims  processing  from  Alta  Health  Strategies 
into  the  Richmond  data  center. 

- In  addition,  state-wide  retrospective  drug  utilization  review 
contracts  in  Michigan,  Kansas,  Maryland,  and  North  Carolina 
were  added. 

FIRST  HEALTH  Strategies,  formed  with  the  acquisition  of  ALTA 
Health  Strategies  in  1992,  is  one  of  the  nation's  largest  processors  of 
private  sector  health  care  claims. 

• FIRST  HEALTH  Strategies  provides  a range  of  health  care 
management  services,  including  claims  administration,  utilization 
review,  provider  networks,  insurance  brokerage,  and  data  analysis 
and  reporting. 

• Services  are  principally  marketed  to  employers  with  self-funded 
group  health  benefit  plans  or  employers  with  insured  plans  that  are 
seeking  health  care  management  alternatives. 

FFMC  sells  and  leases  equipment  for  use  in  conjunction  with  its  various 
processing  services.  Equipment  marketed  by  FFMC  includes  teller 
terminals,  electronic  point-of-sale  terminals,  microcomputers  (primarily 
IBM  and  Unisys),  CRTs,  printers,  in-bank  MICR  capture  devices, 
peripherals,  and  ATMs. 


INPUT  estimates  that  of  FFMC's  $1.4  billion  in  information  services 
revenue,  approximately  60%  ($841  million)  was  derived  from 
retailers/merchants,  15%  ($214  million)  from  health  care/Medicaid, 
16%  ($222  million)  from  cross-industry  data  imaging  applications,  8% 
($114  million)  from  financial  institutions,  and  the  remaining  1%  from 
other  industries. 

Credit  card  services  are  marketed  to  large  multilocation  retailers,  mail 
order  companies,  and  restaurant  and  hotel  chains. 

Data  imaging  services  are  marketed  to  large  commercial  clients,  as  well 
as  to  nonprofit  organizations  and  other  direct-mail  fundraisers. 
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Geographic  The  majority  of  FFMC's  1992  revenue  was  derived  from  the  U.S.  The 

Markets  company  also  has  clients  in  the  Caribbean  and  Canada. 

FFMC  currently  operates  data  centers  and  branch  offices  in  all  50 
states. 

• First  Image  Management  Company  has  98  data  centers  nationwide. 

• FIRST  HEALTH  operates  12  data  centers. 

• Merchant  Services  has  data  centers  in  Sunrise  (FL)  and  Melville 
(NY). 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 

May  1995 

FIserv, 

Inc. 

Chairman  & CEO:  George  D.  Dalton 

Vice  Chairman, 

President  & COO:  Leslie  M.  Muma 

255  FIserv  Drive 
Brookfield,  Wl  53045 
Phone:  (414)  879-5000 

Fax:  (414)  879-5275 

^ /r 

*•.  1 . 

\v  v/*  A 

Status: 

Employees: 

Revenue: 
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has  helped  boost  revenues  from 
approximately  $22  million  in  1984  to  nearly 
$564  million  in  1994. 


Key  Points 

• FIserv  believes  that  it  is  the  largest 
processor  of  accounts  for  the  nation's  savings 
institutions  and  ranks  among  the  leaders  in 
account  processing  for  banks  and  credit 
unions. 

• Flserv's  aggressive  acquisition  strategy,  in 
part  a defense  against  consolidation  in  the 
banking  industry,  has  significantly 
contributed  to  an  increase  in  the  company's 
data  processing  client  base  to  more  than 
2,500  financial  institutions  nationwide  and 


Company  Description 

FIserv  provides  a range  of  processing  and 
network  services,  systems  operations  and 
applications  software  products  to  banks,  credit 
unions,  mortgage  banks,  savings  institutions 
and  other  financial  intermediaries. 

• Full-service  account  and  transaction 
processing  is  available  via  processing 
services,  systems  operations  and  in-house 
software. 

• Electronic  banking  (ATM/EFT)  services  for 
financial  institutions  driving  more  than 
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4,000  ATM/POS  devices  and  processing 
approximately  150  million  transactions 
annually.  FIserv  also  provides  access  to  122 
national  and  major  regional  ATM  and  POS 
networks. 

• Check  and  share  draft  remittance  and  back- 
office  processing  is  handled  through  FIserv's 
30  regional  item  processing  centers. 

• Through  its  various  subsidiaries,  FIserv  also 
provides  trust  administration  services  for 
IRAs  and  other  retirement  plans; 
educational  services  and  microcomputer 
software  for  asset/liability  management; 
marketing  communications  and  graphic 
design  services;  design,  inventory  and 
delivery  of  industry-specific  business  forms; 
plastic  card  products  and  services;  and 
disaster  recovery  services. 

FIserv  currently  operates  data  processing  and 
information  management  product  centers, 
software  system  development  centers,  and 
item  processing  and  back-office  support 
centers  in  more  than  GO  cities  throughout  the 
U.S.  (with  international  offices  in  London  and 
Singapore).  The  company  also  has  employees 
under  systems  operations  contracts  managing 
client  data  centers  in  multiple  locations 
nationwide. 

Organization  and  Structure 

Headquartered  in  Brookfield  (WI),  FIserv  is 
made  up  of  three  main  groups: 

• Savings  and  Community  Bank  Group — This 
group  provides  service  bureau  processing 
services  for  savings  and  community  banks, 
and  item  processing  services  for  all  FIserv 
clients  in  the  U.S.  The  group  is  further 
comprised  of  six  business  units  aligned  by 
regional  markets. 


The  business  units  are  as  follows: 

- Western  Region 

- Sout.hWest  Region 

- Midwest  Region 

- Central  Region 

- Eastern  Region 

- Northeast  Region 

• Bank  and  Credit  Union  Group — This  group 
offers  service  bureau  processing  services,  in- 
house  systems  software  and  outsourcing 
services  to  national  and  international  banks, 
mortgage  banks  and  credit  unions.  It 
consists  of  the  following  business  units: 

- Bank  Services  Sector 

- Computer  Services  Sector 

- Credit  Union  Sector 

- Data-Link  Mortgage  Banking 
Systems 

- Government  Services  and  Specialized 
Outsourcing 

- Electronics  Funds  Transfer  Services 

- Bank  Link  Cash  Management 
Systems 

• Industry  Products  and  Services  Group — This 
group  includes  FIserv  companies  that 
handle  products  and  services  marketing  to 
clients  within  FIserv’s  Corporate  Groups 
and  to  clients  within  the  various  vertical 
markets  the  company  serves. 

It  includes: 

- Cadre,  Inc.  Disaster  Recovery 

- Communications  Design 

- Data  Pro  Card  Services 

- FIserv  Human  Resource  Information 
Services 

- FIserv  Image  Integration  Technology 

- National  Embossing  Company 
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- RECOM  Network 
Installation/Integration 

- Sendero  Financial  Risk  Management 
and  Decision  Support  Systems 

FIserv  provides  specialized  account 
processing,  administration  and  trusteeship  of 
self-directed  IRAs,  retirement  plans  and 
custodial  plans  through  its  Denver  (CO)-based 
subsidiary — First  Trust  Corporation. 

FIserv  domestic  locations  are  in  Arlington 
Heights,  Chicago,  Marion,  and  Pontiac  (IL); 
Atlanta  (GA);  Avon  and  New  Haven  (CT); 
Beaumont,  Dallas,  Houston,  and  San  Antonio 
(TX);  Boston,  Medford,  and  Somerville  (MA); 
Bowling  Green  (KY);  Brookfield  and 
Milwaukee  (WI);  Cincinnati  and  Cleveland 
(OH);  Corvallis  and  Portland  (OR);  Costa 
Mesa,  Fresno,  Glendale,  Los  Angeles, 
Riverside,  Sacramento,  San  Diego,  San 
Leandro,  and  Santa  Clara  (CA);  Davenport 
(IA);  Denver  and  Englewood  (CO);  Fargo  (ND); 
Flint  and  Troy  (MI);  Hartford  and  New  Haven 
(CT);  Honolulu  (HI);  Indianapolis  (IN); 
Knoxville,  Memphis  and  Nashville  (TN);  Little 
Rock  (AR);  Minneapolis  and  St.  Paul  (MN); 
New  Orleans  (LA);  New  York  (NY);  Oklahoma 
City  (OK);  Clearwater,  Orlando,  Tampa  and 
Titusville  (FL);  Phoenix  and  Scottsdale  (AZ); 
Pittsburgh  (PA);  Seattle  and  Spokane  (WA); 
and  Sioux  Falls  (SD). 

International  offices  are  in  London  and 
Singapore. 

Company  Strategy 

Since  its  formation  in  1984,  FIserv  has 
expanded  its  operations  through  more  than  50 
acquisitions  and  internally  through  the 
growth  of  existing  clients,  development  and 
cross-selling  of  new  services  and  products,  and 
by  attracting  new  clients. 


FIserv  seeks  to  capitalize  on  the  trends  in  the 
banking  and  finance  industry  towards 
outsourcing,  economies  of  scale  in  data 
processing  operations  and  diminishing 
competition  from  smaller,  local  and  regional 
third-party  processors  and  financial 
institutions  previously  providing  third-party 
processing. 

The  company  has  implemented  a strategy  to 
continue  to  develop  new  products,  improve  the 
cost  effectiveness  of  services  provided  to 
clients,  aggressively  solicit  new  clients  and 
make  strategic  acquisitions. 

Financials 

FIserv’s  1994  revenue  reached  $563.6  million, 
a 24%  increase  over  1993  revenue  of  $454.7 
million.  Net  income  rose  23%,  from  $30.7 
million  in  1993  to  $37.7  million  in  1994. 

A five-year  financial  summary  appears  on  the 
following  page. 

Approximately  80%  of  the  growth  in  1994 
revenue  was  attributed  to  the  inclusion  of 
revenues  from  acquisitions. 

FIserv  invests  approximately  10%  of  its 
revenue  on  research  and  development,  of 
which  about  half  is  used  for  software 
development. 

Revenue  Analysis  by  Product /Service 
INPUT  estimates  that  FIserv’s  revenue  is 
derived  as  follows: 

Processing  Services/Systems 


Operations 92% 

Applications  Software 8% 

Total  100% 
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Flserv,  Inc. 

Five-Year  Financial  Summary 

($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

12/94 

12/93 

12/92 

12/91 

12/90 

Revenue 

$563.6 

$454.7 

$332.1 

$281.3 

$183.2 

• Percent  change  from 

previous  year 

24% 

37% 

18% 

54% 

12% 

Income  (loss)  before  taxes 

$62.8 

$50.0 

$37.1 

$28.7 

$21.5 

• Percent  change  from 

previous  year 

26% 

35% 

29% 

33% 

16% 

Net  income  (loss) 

$37.7 

$30.7 

$23.0 

$18.3 

$13.8 

• Percent  change  from 

previous  year 

23% 

33% 

25% 

33% 

21% 

Earnings  (loss)  per  share  (a) 

$0.95 

$0.80 

$0.67 

$0.56 

$0.47 

• Percent  change  from 

previous  year 

19% 

19% 

19% 

18% 

18% 

(a)  Restated  to  reflect  a 3-for  2 stock  split  effective  May  1993,  June  1992  and  July  1991. 


Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1995  was  $152.6  million,  compared  to 
$135.9  million  for  the  same  period  in  1994. 
Net  income  for  the  period  was  $10.4  million, 
compared  to  net  income  of  $8.7  million  for 
the  same  period  a year  ago. 

Market  Financials 

One  hundred  percent  of  FIserv’s  revenue  is 
derived  from  the  banking  and  finance 
industry. 

Flserv  has  a total  of  more  than  5,000 
financial  institution  clients,  including 
savings  and  loans,  savings  banks,  credit 
unions,  mortgage  banks,  commercial  banks, 
securities  firms,  financial  planners,  finance 
companies,  building  societies,  and 
international  banks. 

Geographic  Markets 

An  estimated  95%  of  FIserv’s  1994  revenue 
was  derived  from  the  U.S.,  with  the 
remaining  5%  being  derived  from  primarily 


from  Europe,  the  U.K.,  Asia-Pacific  and 
Latin  America. 

Flserv  currently  has  more  than  200  clients 
outside  the  U.S.  in  more  than  50  countries. 

Acquisitions 

Flserv  has  made  more  than  50  acquisitions 
since  its  inception.  Acquisitions  made  since 
1992  include  the  following: 

• In  May  1995,  Flserv  completed  its 
acquisition  of  Information  Technology,  Inc. 
(ITT).  ITI,  with  annual  revenue  of 
approximately  $1 15  million,  is  involved  in 
the  design,  development,  delivery, 
installation  and  support  of  banking 
software  and  related  services. 

• In  December  1994,  Flserv  acquired 
RECOM  Associates,  Inc.  of  Tampa  (FL). 
RECOM  provided  office  automation  and 
communication  network  integration 
services  to  the  financial  marketplace. 
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• In  November  1994,  FIserv  acquired  the 
Imaging  Technology  Banking  Unit  of 
Cincinnati  Bell  Information  Systems 
(CBIS)  based  in  Maitland  (FL).  CBIS 
provided  image  and  document 
management  solutions  to  financial 
institutions  and  other  industries. 

• In  August  1994,  FIserv  acquired  Federal 
Home  Loan  Bank  (FHLB)  of  Atlanta  (GA). 
FHLB  provided  item  processing  services 
that  complement  FIserv’s  existing  item 
processing  operations. 

• In  May  1994,  FIserv  completed  its 
acquisition  of  Boatmen’s  Information 
Systems  (BIS)  of  Des  Moines  (IA).  BIS 
provided  data  processing  services  to  banks 
in  Iowa. 

• In  April  1994,  FIserv  acquired  National 
Embossing  Company,  Inc.  (NEC)  of 
Houston  (TX).  NEC  provided  plastic  cards 
and  card  issuance  services  for  the 
financial,  healthcare  and 
telecommunications  industries. 

• In  November  1993,  acquired  Data-Link 
Systems  of  South  Bend  (IN).  Data-Link 
provided  data  processing  services. 

• In  November  1993,  FIserv  acquired 
Financial  Institutions  Outsourcing  (FIO) 
of  Pittsburgh  (PA).  FIO  provided  data 
processing  services. 

• In  November  1993,  FIserv  acquired 
Financial  Data  Systems  (FDS)  of 
Jacksonville  (FL).  FDS  provided  item 
processing  services. 

• In  November  1993,  FIserv  acquired 
Financial  Processors,  Inc.,  of  Miami  (FL). 
Financial  Processors  provided  data 
processing  and  related  information 
management  services. 


• In  July  1993,  FIserv  acquired  Data  Line 
Service  Company  of  Covina  (CA).  Data 
Line,  with  approximately  250  employees, 
provided  data  processing  and  related 
information  management  services  to  more 
than  40  financial  institutions,  supporting 
more  than  500  branch  offices  throughout 
California. 

• In  June  1993,  FIserv  completed  the 
acquisition  of  Datatronix  Financial 
Services,  a San  Diego-based  provider  of 
item  processing  services.  Datatronix,  with 
over  300  employees  and  data  centers  in 
San  Diego,  Costa  Mesa,  Glendale, 
Riverside,  and  San  Leandro  (CA),  had 
approximately  140  financial  institution 
clients  throughout  California. 

• In  April  1993,  FIserv  purchased  certain 
item  processing  contracts  from  EDS. 

• In  March  1993,  FIserv  acquired  certain 
assets  of  IPC  Service  Corporation,  a 
Denver-based  provider  of  item  processing 
services.  IPC  performed  complete 
backroom  item  processing  and  data 
processing  services  to  more  than  20 
financial  institutions  located  throughout 
the  state  of  Colorado. 

• In  February  1993,  acquired  Basis 
Information  Technologies,  Inc.,  a wholly 
owned  subsidiary  of  First  Financial 
Management  Corporation,  for  $96.5 
million  in  cash  and  FIserv  stock.  Basis, 
with  more  than  1,000  employees  and  1992 
revenue  of  approximately  $100  million, 
provided  processing  services  to  more  than 
1,000  financial  institutions  with  customer 
accounts  in  47  states. 

Employees 

As  of  December  31,  1994  FIserv  had 

approximately  6,195  employees. 
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Key  Products  and  Services 

FIserv’s  data  centers  provide  full-service 
processing  for  more  than  42  million  on-line 
accounts.  FIserv  provides  full-savings 
account  and  transaction  processing  solutions 
for  approximately  400  savings  institutions, 
980  banks  and  950  credit  unions. 

FIserv’s  ongoing  processing  support  products 
and  services  include: 

• Relationship  banking  capabilities 

• Loan  and  deposit  products 

• Multibranch  and  multicompany 
financial  accounting 

• Transaction  processing 

• Management  information  systems 

• Platform  and  teller  automation 

• Customer  profitability 

• Mortgage  banking 

• Accounts  payable 

• Asset/liability  management 

• Investment  accounting  and 
analysis 

• Safe  deposit  box  accounting 

• Customized  data  base  extracts  and 
reports 

• Remote  printing  and  optical  disk 
systems 

• ATM,  POS,  and  ACM  financial 
accounting 

• Item  processing  and  image 
integration 

• Installation  services 

• Ongoing  client  services 

• Research  and  development 

• Disaster  recovery  and  contingency 
planning  services 

• Regulatory  compliance 

• Multiple  terminal  support 

• Plastic  card  products  and  services 

FIserv  provides  a combination  of  transaction 
processing  and  information  management 
products  and  services  for  financial 


institutions — the  FIserv  Service 

Dimension — that  includes: 

• A nationwide  service  bureau  network  of 
specialized  data  centers  and  remote- 
service  centers  electronically  linked  with 
land-based  and/or  satellite 
telecommunications  systems  to  manage 
transaction  processing  on-line  to  the 
FIserv  data  center  from  each  client's  main 
office  or  multiple  branch  or  ATM  locations 

• Systems  operations  (facilities  management 
and  resource  management)  services  using 
FIserv  applications  or  customized  systems 
on  multiple  hardware  platforms  either  at 
the  client's  site  or  in  a FIserv  facility 

• In-house  software  systems  on  multiple 
hardware  platforms  designed  specifically 
for  banks,  credit  unions,  and  savings 
institutions 

• International  retail  banking  in-house 
software  systems  featuring  multicurrency 
and  multilingual  capabilities  to  meet 
country-specific  information  processing 
needs 

• Specialized  item  processing  and  back-office 
operations  centers  located  throughout  the 
U.S.  with  in-clearing  services,  statement 
rendering,  and  lockbox  and  return-item 
distribution  sites  for  checks,  share  drafts, 
money  orders,  and  other  financial  items 

• Specialized  service  centers  for  the 
Resolution  Trust  Corporation,  FDIC,  and 
other  agencies  for  regional  loan  servicing 
and  processing,  as  well  as  systems 
operations,  total  institution  management 
services,  and  other  support 

• Electronic  banking  services,  including 
EFT,  ATM/POS  switching,  driving,  and 
settlement  services  interfacing  with  all 
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major  networks  (FIserv  Electronic 
Banking  Services) 

• The  Sendero  Development  Center  and 
Institute,  for  education  and  training 
among  financial  institutions  worldwide  on 
the  implementation  of  processes  for 
measuring  and  managing  interest  rate 
risk  using  software  modeling  technology 

• First  Trust  Center  for  account  processing, 
fund  administration  and  trusteeship  of 
individual  or  business  self-directed 
retirement  plans,  and  assisting  financial 
representatives  and  other  financial  service 
intermediaries  in  managing  information 
through  proprietary  data  base  technology 

• Forms  and  supplies  support  centers,  with 
services  ranging  from  providing  marketing 
communications  planning  and  programs  to 
the  design,  production,  inventory  analysis, 
warehousing,  and  maintenance  of  custom- 
printed  business  forms  and  supplies 

• Plastic  card  products  and  services  that 
provide  debit  and  credit,  ATM  and 
identification/membership  cards  (including 
card  protectors  and  card  carriers,  to 
financial  institutions  and  other 
organizations 

• Disaster  recovery  services  provide  a fully- 
equipped  standby  recovery  operations 
center  with  hardware,  software,  and 
telecommunications 

• Education  and  training  services  in 
multiple  mainframe,  mini,  micro,  or  PC- 
based/LAN  network  technologies 
specifically  with  financial  institution 
operating  environments 

While  most  clients  contract  to  obtain  all  or  a 

majority  of  their  processing  requirements 

from  FIserv,  the  modular  design  of  the 


company's  software  allows  a client  to  start 
with  one  application  and  gradually  add 
applications  and  features  as  needed. 

FIserv  supports  a range  of  computers  and 
terminals  and  other  client-owned  peripheral 
devices  manufactured  by  multiple  leading 
vendors. 

Clients 

Examples  of  recent  contracts  include  the 
following: 

• In  May  1995,  Old  Point  National  Bank 
selected  FIserv’s  products  and  services 
including  a branch  environment  based  on 
client/server  technology,  the  CBS  Voice 
Response  System  and  the  PS  Teller 
system.  Data  processing  services  wdl  be 
provided  by  FIserv’s  CBS  center  located  in 
Orlando  (FL). 

• First  Capital  Bank  of  Norcross  (GA)  has 
signed  an  agreement  with  FIserv,  whereby 
FIserv  will  provide  comprehensive 
financial  data  processing  services  and  will 
install  software  from  Information 
Technology,  Inc. 

• Carnegie  Savings  Bank  of  Carnegie  (PA) 
has  agreed  for  FIserv  to  handle  its 
financial  data  processing  needs  and  will 
utilize  ongoing  service  and  support  from 
the  FIserv  data  processing  center  in 
Pittsburgh  (PA). 

• The  FIserv  item  processing  center  in 
Chicago  (I L)  agreed  to  provide  item 
processing  services  to  Standard  Federal 
Bank  of  Chicago. 

• FIserv’s  data  processing  center  in  Bowling 
Green  (KY)  will  provide  financial  data 
processing  services  to  the  First  State  Bank 
in  Tell  City  (IN).  The  agreement  calls  for 
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FIserv  to  provide  advanced  technology  and 
expert  support  to  First  State  Bank. 

• FIserv  will  provide  Financial  data 
processing  and  item  processing  services  to 
Citizens  1st  Bank  in  Rusk  (TX).  With  the 
agreement,  Citizens  1st  Bank  is  bringing 
its  data  processing  function  online  through 
FIserv’s  data  processing  center  in  Houston 
(TX). 

• FIserv  has  agreed  to  handle  the  Financial 
data  processing  needs  for  Harvest  Land 
Cooperative  of  Morgan  (MN).  Harvest 
Land  Cooperative  will  use  applications 
software  from  Information  Technology, 

Inc.,  to  which  FIserv  applies  its  processing 
services. 

• The  Bank  of  Darien  in  Darien  (CT)  has 
chosen  FIserv  to  handle  its  customer 
statement  laser  printing  and  statement 
rendering  needs.  The  laser  statement 
services  will  be  provided  through  the 
FIserv  item  processing  services  in  New 
Haven  (CT). 

• Randall-Story  State  Bank  of  Story  City 
(IA)  and  Commercial  Savings  Bank  of 
Carroll  (IA)  have  selected  FIserv  to 
provide  and  support  online  services.  The 
services  will  be  provided  through  FIserv’s 
data  center  in  Des  Moines  (IA). 

• Clovis  Community  Bank  has  selected  a 
range  of  FIserv’s  products  and  services 
including  a branch  environment  based  on 
client/server  technology,  a LAN/WAN 
optical  system,  item  processing  services 
and  the  I Iserv  FAST  for  Windows  branch 
automation  software.  The  bank  is 
bringing  its  data  processing  functions 
online  with  the  FIserv  Comprehensive 
Banking  System  (CBS)  service  bureau 
solution. 


• In  addition  to  the  standard  account 
processing  services,  First  Federal  Lincoln 
has  agreed  to  utilize  a range  of  FIserv’s 
ancillary  services,  including  LoanPro, 
Collection  Manager,  End  User  Computing, 
the  FIserv  Enterprise  Information  System 
and  ClientVISION. 

Marketing  and  Sales 

FIserv  offers  clients  a selection  of  data 
processing  solutions  designed  to  meet  the 
speciFic  needs  of  Financial  institutions. 

The  company  provides  ongoing  client  service 
and  support  and  the  FIserv  Client  Support 
and  Account  Management  staff  is 
responsible  for  the  day-to-day  interface  with 
the  operations  of  clients. 

FIserv  operates  centers  nationwide  for  full 
service.  Financial  data  processing,  software 
system  development,  item  processing  and 
check  imaging,  multiple  technology  support 
and  related  businesses.  International 
support  centers  are  in  London,  England  and 
Singapore. 

FIserv  offers  training  and  technical  support 
at  its  data  centers  as  well  as  at  customer 
sites.  The  company  maintains 
demonstration  and  training  facilities  at  its 
data  centers,  containing  equipment  used  in 
the  delivery  of  services. 

Alliances 

Under  the  FIserv  Service  Partner  program, 
various  third-party  software  and  other 
products  are  made  available  to  FIserv 
clients.  FIserv  currently  has  Service 
Partner  support  programs  with  virtually 
every  leading  third-party  provider  preferred 
by  its  client  base. 

FIserv,  as  a leading  systems  integrator  with 
the  Resolution  Trust  Corporation  (RTC)  and 
other  government  service  organizations 
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ithin  the  financial  industry,  structures 
""/bint  ventures  or  "virtual  corporations"  on 
behalf  of  its  clients. 

• These  alliances  combine  core  competencies 
in  hardware,  generating  software, 
functional  application  systems,  networks, 
data  management,  and  end-user 
computing,  along  with  dedicated  human 
resources. 

• FIserv  resources  are  currently  being 
applied  in  multiple  joint  venture 
agreements  with  operations  in  major  cities 
through  out  the  U.S. 

Competition 

Major  competitors  in  the  processing  area 
currently  include  AT&T  GIS,  Alltel 
Information  Services  and  Electronic  Data 
Systems  (EDS).  Other  competitors  include 
various  regional  firms. 


INPUT  Assessment 

FIserv’s  major  strengths  include: 

• Financial  strength 

• Diversified  client  base 

• Extensive  product  portfolio 

Challenges  for  the  company  over  the  coming 
year  include: 

• Responding  to  the  increasing  demand 

• Maintaining  a high  level  of  service  quality 
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Friedman  Associates 


President  & CEO:  Douglas  Zahour 

104  Wilmot  Road,  Suite  200 
Deerfield,  IL  60015 

Phone:  (847)948-7180 

Fax:  (847)  948-9425 


Status:  Private 

Employees:  90(12/95) 

Revenue:  $17,300,000 

Fiscal  Year  End:  7/31/95 


Key  Points 

• Friedman  Associates  is  the  developer  of  the 
HFA™  (High  Function  Application)  System, 
an  integrated  software  system  for 
manufacturing  and  distribution  applications. 

• The  company's  fiscal  1995  revenue  reached 
$17.3  million,  a 10%  increase  over  fiscal 
1994  revenue. 

• Friedman  Associates  is  an  IBM  National 
Solution  Provider/Application  Specialist  and 
has  established  regional  LVP  relationships 
throughout  North  America  with  IBM. 


Company  Description 

Friedman  Associates,  founded  in  1970, 
develops  and  implements  software  solutions 
for  manufacturing,  distribution  and  financial 
applications. 

The  HFA  System  includes  AS/400  and 
client/server  software  solutions  designed  for 
make/assemble/engineer-to-order 
manufacturing,  high-volume  order  processing 
and  complex  distribution  operations. 

Friedman  Associates  also  provides  full 
implementation  support  through  its 
COMPASS  program,  a multistaged  approach 
that  includes  project  planning,  application 
consulting,  user  training  and  software 
adaptation. 
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Structure  and  Operations 

Friedman  Associates’  corporate  structure  is 
broken  down  into  four  functional  teams 
reporting  to  the  managing  partners,  as 
follows: 

• Sales  and  Marketing — This  team  provides 
all  sales  and  pre-sales  functions  for  the 
company’s  direct  and  affiliate  sales 
organization.  The  corporate  marketing  staff 
produces  sales  and  marketing  literature, 
client  communications  and  educational 
materials. 

• Research  and  Development — The  research 
and  development  team  is  responsible  for 
developing  new  software,  enhancing  current 
products,  ensuring  quality  control  and 
documenting  all  software  programs. 

• Client  Services — This  team  provides  HFA 
clients  with  implementation  planning, 
project  administration,  system  analysis  and 
design,  business  planning, 
migration/conversion  assistance,  custom 
programming  and  on  and  off-site  training 
classes.  The  Customer  Support  Center 
provides  dial-up  customer  helpline,  technical 
support  and  services. 

• Administration — This  team  provides 
accounting,  human  resources  and  contract 
administration  services. 


Company  Strategy 

The  company’s  business  strategy  is  to 
understand  the  ongoing  needs  of  each 
customer;  provide  software,  services  and 
support  that  meets  their  needs;  and  promote 
long-term  partnerships  with  their  customers. 

Friedman  Associates  focuses  its  application 
development  efforts  on  multiplant, 
multidivision  manufacturers  with  configured 
products  and  high- volume  distributors. 

In  recent  years,  Friedman  Associates  has 
expanded  the  scope  of  its  software  solutions  to 
include  Windows-based  client/server 
applications  that  work  in  conjunction  with  the 
HFA  System.  New  products  include 
Order XPRESS  (remote  sales  force 
automation),  Assembly  Scheduling  (production 
scheduling),  and  Quotation  Control  (for 
engineer  and  assemble-to-order  product 
pricing/costing),  as  well  as  GUIView,  a 
graphical  interface  for  HFA  System  AS/400 
character-based  screens.  The  company  is 
currently  developing  an  open  systems 
architecture  client/server  version  of  the  HFA 
System.  Availability  is  scheduled  for  1997. 

Financials 

Friedman  Associates’  fiscal  1995  revenue 
reached  $17.3  million.  It  is  anticipated  that 
fiscal  1996  revenue  will  reach  $19  million.  A 
five-year  revenue  summary  follows: 


Friedman  Associates 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

7/95 

7/94 

7/93 

7/92 

7/91 

Revenue 

$17.3 

$15.6 

$14.0 

$12.0 

$11.6 

• Percent  change  from 
previous  year 

10% 

10% 

14% 

3% 

10% 
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Market  Financials 

Approximately  60%  of  Friedman  Associates’ 
revenue  is  derived  from  discrete 
manufacturers,  10%  from  process 
manufacturers  and  30%  from  distributors. 

The  company  has  clients  in  a variety  of 
industries,  from  electronic  equipment  to  metal 
products,  commercial  printing  to  wire  and 
cable,  sporting  goods  to  windows  and  doors, 
furniture  and  cabinets  to  recreational  vehicles. 

Revenue  Analysis  by  Product  Line 

Approximately  76%  of  Friedman  Associates’ 
fiscal  1995  revenue  was  derived  from 
applications  software  and  associated 
maintenance  services  and  the  remaining  24% 
from  professional  consulting  services. 

Revenue  from  applications  software  products 
and  related  services  increased  approximately 
19%  during  fiscal  1995  over  fiscal  1994. 

Geographic  Markets 

Approximately  85%  of  Friedman  Associates’ 
fiscal  1995  revenue  was  derived  from  the  U.S. 
and  15%  from  international  sources. 

Employees 

As  of  December  31,  1995  the  company  had 
approximately  90  employees,  segmented  as 
follows: 


Marketing  and  sales 18 

Customer  support 33 

Research  and  development 29 

Computer  operations 3 

General  and  administrative 7 

90 


Key  Products  and  Services 

Friedman  Associates’  HFA  System  is  designed 
for  IBM  AS/400  computers  and  is  used  by 
more  than  400  companies  worldwide. 


The  HFA  Manufacturing  System  is  a fully 
integrated  MRP  II  software  solution  that 
streamlines  production  planning  and  control. 
Functionality  includes  Master  Scheduling, 
Material  Requirements  Planning,  Capacity 
Requirements  Planning  and  Just-In-Time 
capabilities  for  make-to-stock,  make-to-order 
and  mixed-mode  manufacturers.  Modules 
include: 

• MPS/MRP/CRP 

• Shop  Floor  Control 

• Forecasting 

• Engineering  Records 

• Costing 

• Assembly  Scheduling 

The  HFA  ATO  System  features  enhanced 
customer  service  and  production  capabilities 
for  companies  who  use  a combination  of 
discrete,  repetitive,  make-,  assemble-,  or 
engineer-to-order  processes.  The  system 
simplifies  order  entry,  performs  on-line 
inventory  and  engineering  checks,  generates 
accurate  pricing  and  automatically  creates 
work  orders.  Modules  include: 

• Master  Editor 

• Product  Configurator 

• Pricing/BOM  Calculator 

• Sales  Analysis 

• Order XPRESS  remote  order  entry 

The  HFA  Distribution  System  upgrades  order 
entry  productivity  and  work  flow  by  increasing 
accuracy,  improving  record  keeping  and 
providing  greater  control  of  the  distribution 
activities  throughout  a multiple  division, 
multiple  warehouse  organization.  Modules 
include: 

• Customer  Order  Processing 

• Inventory  Management 

• Distribution  Resource  Planning 

• Purchasing  and  Receiving 

• Sales  Analysis 
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• Warehousing  Control 

• Order. XPRESS  remote  order  entry 

The  HFA  Financial  System  is  designed  to 
handle  a high  volume  of  activity  from  multiple 
companies  or  divisions.  This  fully-integrated 
system  collects  information  from  all  company 
operations  and  generates  detailed  reports 
needed  to  monitor  and  analyze  business 
activities.  Financial  modules  include: 

• General  Ledger 

• Accounts  Receivable  and  Credit 

• Accounts  Payable 

• Multicurrency 

Friedman  Associates  provides  support  services 
in  the  following  areas: 

• Implementation  support 

• Business  consulting 

• Project  planning 

• Telephone  support 

• User  training 

Marketing  and  Sales 

Friedman  Associates’  products  are  targeted  to 
multiplant,  multidivision  manufacturers  and 
distributors.  They  are  marketed  and 
supported  directly  Friedman  Associates  and 
its  international  affiliates. 

The  company’s  software  sales  team  provides 
all  sales  and  presales  functions  for  its  direct 
and  affiliate  sales  organization.  Current 
international  affiliates  are  in  the  U.K.  and 
Canada. 

Clients 

Some  of  Friedman  Associates’  clients  include 
Kirsch,  BIC,  ERO  Industries,  Milgard 
Manufacturing,  Titleist,  Radio  Flyer,  Giro 
Sport  Design,  Perseco,  Wabash  National,  St. 
Ives  Labs,  Acer  Inc.,  Dunlop  and  Jayco,  Inc. 


Alliances 

Friedman  Associates  maintains  strategic 
partnerships  with: 

• Global  Software  (general  ledger) 

• mrc  (4GL  development  tool) 

• Silvon  (sales  analysis  system) 

• Optimum  Solutions  (payroll,  human 
resources  and  applicant  tracking) 

Competition 

The  company’s  major  competitors  include  J.D. 
Edwards  and  System  Software  Associates. 

INPUT  Assessment 

Friedman  Associates’  major  strength  lies  in  its 
suite  of  software  offerings  for  the  AS/400.  The 
company  is  well-positioned  in  the  assemble-to- 
order  market  and  has  been  successful  in 
meeting  the  order  processing  needs  of  its 
customers. 
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Frontier  Technologies  Corporation 


10201  N.  Port  Washington  Rd. 

Mequon,  Wl  53092 

Phone:  (414)241-4555 

Fax:  (414)241-7084 

Internet:  http://www.frontiertech.com 


CEO:  Dr.  Prakash  Ambegaonkar 

Status:  Private 

Employees:  130 

Fiscal  Year  End:  12/31/96 


Company  Description 

Frontier  Technologies  Corporation,  formed  in 
1982,  is  a provider  of  Internet  and  intranet 
networking  applications  for  Microsoft 
Windows,  Windows  95,  and  Windows  NT 
environments. 

The  company  offers  a range  of  software 
products  designed  for  large  corporations, 
small  to  medium-sized  businesses,  and 
government  users. 


FRONTIER 

TECHNOLOGIES 


Organization  and  Structure 

Frontier  Technologies  is  headquartered  in 
Mequon  (WI). 

The  company  operates  an  engineering  office  in 
Madison  (WI),  a public  relations  office  in 
Tucson  (AZ),  and  sales  offices  in  Washington, 
D.C.  and  McHenry  (IL). 

Frontier  Technologies  also  has  an  Asian  office 
located  in  Shivaji  Nagar  (India). 

Key  company  executives  are  listed  below. 
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Frontier  Technologies  Corporation 


Key  Executives 


Name 

Title 

Prakash  Ambegaonkar 

Chairman  and  CEO 

Sunandini  Ambegaonkar 

CFO 

John  Moehrke 

Director  of  Engineering 

Ray  Langford 

Director  of  Research  and 
Development 

Employees 

As  of  June  1997,  Frontier  Technologies  has 
approximately  130  employees  worldwide. 

Company  Strategy 

Frontier  Technologies’  mission  is  “to  pioneer 
Internet  and  intranet  applications  that  make 
individuals  more  productive  and  businesses 
more  competitive  in  a global  market.” 

Geographic  Markets 

Approximately  70%  of  Frontier  Technologies’ 
1996  revenue  was  derived  from  the  U.S. 
market,  and  the  remaining  30%  came  from 
non-U. S.  markets. 

Key  Products  and  Services 

Frontier  Technologies’  product  offerings 
include  public  key-based  Internet  and 
intranet  security  software,  information 
management  and  information  retrieval 
software,  and  complete  TCP/IP  connectivity. 
Frontier  Technologies  has  developed 
technologies  intended  to  connect  traditional 
client/server  environments  to  the  Web. 

Trademarks  of  Frontier  Technologies 
Corporation  include:  e-Lock,  e-Cert,  e-Mail,  e- 
Sign,  CyberSearch,  CyberSearch  Assistant, 
Emulator  Plus,  Global  QuickSearch,  Internet 
Organizer,  SuperTCP  Suite,  SuperTCP/NFS, 
SuperNFS,  SuperTCP,  and  SuperX. 


e-Lock ™ Product  Family 

e-Lock™  allows  companies  to  sign  and  encrypt 
secure  documents  such  as  purchase  orders  or 
contracts,  to  secure  e-mail,  and  to  implement 
certificate-issuing  systems.  e-Lock  includes  a 
number  of  security  products  that  work  with 
Frontier  Technologies’  Internet/intranet  tools, 
on  a standalone  basis,  or  with  other 
Internet/intranet  tools.  These  products 
include: 

• e-Cert  Certificate  Issuing  System — 
e-Lock’s  Web-based  Certificate  Issuing 
System  allows  a company  to  issue,  revoke, 
renew,  and  manage  public-key  certificates. 

• e-Sign  File  Signing  System — Protects 
confidentiality  by  allowing  any  type  of  file 
to  be  digitally  signed  and/or  encrypted 
using  the  user’s  certificate. 

• e-Mail — For  store-and-forward 
applications  like  e-mail  where  the 
exchange  of  secure  messages  is  required, 
the  Secure  Multipurpose  Internet  Mail 
Extensions  (S/MIME)  protocol  allows  users 
to  both  encrypt  and  digitally  sign  e-mail. 

• Web  Applications — e-Lock  supports 
industry  standard  protocols  to  support 
communications  throughout  an  intranet 
and  over  the  public  Internet. 

Optional  Secure  Browser — The  e-Lock 
browser  is  SSL  compliant.  The  user  can 
access  secure  Web  servers  using  a 
certificate-authenticated  digital  signature 
or  password  authentication. 

Optional  Secure  Web  Server — The  NT- 
based  Web  server  is  provided  with  SSL 
compliant  e-Lock.  Viewers  with  secure 
browsers  can  access  the  server  using  their 
signatures,  rather  than  usernames  and 
passwords. 
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• Hardware  Token  Interface — Public-key 
certificates  issued  by  the  Certificate 
Issuing  System  can  be  delivered  to  the 
user’s  hard  drive  or  initialized  onto 
hardware  tokens. 

TCP/IP  Connectivity 

SuperTCP  Suite  3.0  combines  key  TCP/IP, 
Internet,  and  intranet  applications  in  a single 
product. 

SuperTCP’s  has  four  dozen  applications, 
which  support  intra-  and  inter-network 
communications,  Internet  information 
management,  mainframe  and  minicomputer 
host  access,  and  network  administration. 
Users  can  migrate  from  Windows  3.11  to 
Windows  95  or  NT  using  the  SuperTCP  Suite 
3.0  CD. 

SuperTCP  Suite  3.0  is  comprised  of  the 
following  components: 

• CyberSearch  is  a one-stop  information 
retrieval/information  management  tool  for 
searching,  organizing,  and  monitoring  all 
documents  across  the  intranet,  the 
Internet,  and  a user’s  own  desktop. 

• The  DNS  Server  administers  IP  addresses 
on  the  network,  using  multi-threading  to 
receive  and  reply  to  client  queries. 

• The  News  Discussion  Server  facilitates 
discussions  so  that  users  can  effectively 
conduct  and  be  involved  in  ongoing  topical 
discussions  and  can  follow  progressions  of 
multiple  topics.  The  Administrator  can 
create,  delete,  and  display  basic 
information  about  the  discussion  groups, 
and  can  also  configure  access  restriction 
and  article  expiration  parameters. 

• SuperTCP  / NFS  is  an  NFS  client/server 
that  provides  shared  file  access  and 
remote  printing  via  the  Network  File 


System  and  also  allows  for  file  and 
directory  access  restriction. 

• SuperTCP  provides  Internet  access  from 
an  organization’s  network  and  includes  a 
32-bit  VxD  TCP/IP  kernel,  in  addition  to  a 
suite  of  applications  that  includes  Internet 
information  management  and  host  access. 

• SuperTCP  Internet  combines  Internet 
information  management  with  the 
SuperTCP  Kernel.  The  package  includes  a 
Web  browser,  Gopher+,  WAIS,  CSO  Phone 
Book,  MIME  and  MAPI  E-mail,  Telnet, 
Drag  and  Drop  File  Transfer,  and  Internet 
News  Reader,  and  allows  users  to  access 
the  Internet  via  dial-up  or  LAN. 

• SuperX  Window  System  Server  allows 
users  to  define  colors,  fonts,  keyboard 
mapping,  host  login,  and  configuration. 

• TCP/IP  Stack  for  Windows  3.X,  Windows 
95,  and  Windows  NT  can  access  the 
Internet  with  any  application  that 
complies  with  the  Winsock  standard.  Two 
versions  are  available  for  the  program: 

VxD  Kernel,  for  use  on  a LAN,  and  DLL 
Kernel,  for  use  on  a dial-up  configuration. 

Information  Management  / Information 
Retrieval 

CyberSearch  3.0  information 
manager/information  retrieval  for  Windows 
3. lx,  95,  and  NT  provides  a single  32-bit 
desktop  client/server  application  for 
searching,  monitoring,  and  organizing  all 
documents  on  the  Internet,  corporate 
intranets,  or  the  user’s  own  desktop. 

CyberSearch  runs  on  any  TCP/IP  network  and 
supports  all  Web  browsers,  including 
Netscape  Navigator,  Microsoft  Internet 
Explorer,  NCSA  Mosaic,  and  GNN 
GNNworks.  Some  of  the  features  included  in 
CyberSearch  3.0  are: 
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• One-Stop  Metasearch 

• Personal  Computer  Search 

• CyberSearch 

• Search  Assistants 

• Monitoring  Critical  Information 

• Secure  Site  Access 

Marketing  and  Sales 

Frontier  Technologies  distributes  its  products 
through  more  than  40  distributors  worldwide, 
including  Ingram  Micro,  Merisel,  Tech  Data, 
GBC,  GTSI,  Conec  Ltd.,  and  First  Service. 

The  company  markets  its  products  using  co-op 
marketing  through  channel  partners,  direct 
sales,  OEMs,  and  print  and  direct  advertising. 

Clients 

A sampling  of  clients  include  American 
Family  Insurance,  Barber-Coleman,  Burger 
King  Corporation,  Bell  Atlantic,  Charles 
Schwab,  Kmart,  Motorola,  Sprint,  T.S.  Lipton, 
Union  Bank  of  Switzerland,  UNICEF,  New 
York  Stock  Exchange,  and  government  and 
defense  organizations. 

The  company  is  also  the  exclusive  supplier  of 
TCP/IP  under  the  Federal  Desktop  IV  award 
and,  with  partners  Zenith  Data  Systems  and 
GTSI,  more  than  300,000  licenses  of 
SuperTCP  have  been  installed  in  the  Air 
Force,  Navy,  and  other  government 
departments. 


Alliances 

Frontier  Technologies’  business  partners 
include  IBM,  ComputAbility,  Microsoft,  Lycos, 
CyberCash,  OpenConnect  Systems,  Milky 
Way,  NetGuide,  PSINet,  RSA  Data  Security, 
CyberWISE,  Connect,  and  Verity. 

The  company  also  is  working  with  the  Federal 
Security  Infrastructure  program’s  Paperless 
Federal  Transactions  For  The  Public  Project 
in  an  effort  to  enable  citizens  to  conduct 
secure  transactions  with  the  federal 
government  over  the  Internet. 

Competition 

The  company’s  products  compete  with 
offerings  from  Quarterdeck,  Attachmate,  FTP, 
NetManage,  Netscape,  Xcert,  and  Entrust. 

INPUT  Assessment 

Integrating  TCP/IP  client/server 
environments  with  the  Web  is  proving  to  be 
one  of  Frontier  Technologies’  strengths. 

With  unprecedented  growth  for  the 
implementation  of  security  technology  in  the 
corporate  market  predicted  in  1997,  Frontier 
Technologies  feels  that  its  experience  and 
success  in  providing  comprehensive,  one-stop 
solutions  for  the  intranet  market  positions  it 
well  for  the  implementation  of  security 
technology  in  the  corporate  market. 

Frontier  Technologies’  primary  challenge  is 
the  increasing  competition  in  the  security 
market.  In  addition,  as  there  is  always 
concern  about  larger  companies  that  are  able 
to  roll  out  new  products  quickly,  Frontier 
Technologies  is  constantly  being  challenged  to 
produce  unique,  niche  products  that  support 
open  standards. 
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Fulcrum  Technologies,  Inc. 


Chairman:  Thomas  I.  Csathy 

President  & CEO:  Eric  R.  Goodwin 

785  Carling  Avenue 
Ottawa,  Canada  K1S  5H4 
Phone:  (613)  238-1761 

Fax:  (613)  238-7695 

Internet:  http://www.fulcrum.com 


Status:  Public 

Employees:  306  (10/15/96) 

Revenue:  $42,935,000  ($  Cdn.) 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Fulcrum  Technologies,  Inc.  is  a leading 
international  information  retrieval  software 
company. 

• In  March  1996,  the  company  announced  two 
new  products:  SearchBuilder  EXPRESS™,  a 
customizable  desktop  interface  for 
SearchServer  applications,  and  Fulcrum 
FIND!,  an  information  search-and-retrieval 
product. 

• In  December  1995,  Fulcrum  opened  an  office 
in  Sydney  (Australia),  beginning  the 


company’s  expansion  into  the  Asia/Pacific 
region. 

• In  December  1995,  Fulcrum  expanded  its 
European  operations,  opening  a second 
office  in  Italy. 

• During  1995,  Fulcrum  strengthened  its  new 
product  development  efforts  by  increasing 
the  number  of  developers  dedicated  to 
working  on  Internet  and  intranet  products. 

Company  Description 

Fulcrum,  founded  in  1983,  is  engaged  in  the 
research,  development,  and  marketing  of  text 
retrieval  software. 

Fulcrum  licenses  the  use  of  its  software  to 
major  corporations  and  other  large 
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organizations  to  enable  them  to  access  their 
intellectual  capital  stored  on  computer 
networks. 

In  May  1996,  Fulcrum  announced  a two-for- 
one  split  of  its  common  stock,  which  was 
distributed  in  June  1996. 

Organization  and  Structure 

Approximately  58%  of  Fulcrum  Technologies’ 
outstanding  common  shares  are  beneficially 
owned  by  Datamat  Ingegneria  dei  Sistemi 
S.p.A,  an  Italian  corporation.  Approximately 
76%  of  Datamat  is  owned  by  Banca  di  Roma. 

Fulcrum  Technologies’  worldwide 
headquarters  is  located  in  Ottawa  (Canada). 

The  company  also  maintains  wholly  owned 
subsidiaries  in  the  U.S.  (Fulcrum 
Technologies  Corp.  and  Trip  Systems 
International),  Italy  (Fulcrum  Italia  S.p.A), 
France  (Fulcrum  S.A.  and  Fulmedia  S.A.),  the 
U.K.  (Fulcrum  Technologies  Limited),  and 
Australia  (Fulcrum  Technologies  Pty. 
Limited). 

The  company  has  North  American  sales 
offices  in  Atlanta  (GA),  Burlington  (MA), 
Chicago  (IL),  Houston  (TX),  McLean  (VA), 

New  York  (NY),  Los  Angeles  and  San 
Francisco  (CA),  and  Toronto  (Ontario). 

Fulcrum’s  European  sales  offices  are  located 
in  London  (England),  Paris  (France), 
Frankfurt  and  Munich  (Germany),  and  Milan 
and  Rome  (Italy). 

The  company  also  has  an  Asia/Pacific  sales 
office  located  in  Sydney  (Australia). 

Fulcrum's  key  executives  are  listed  in  the 
following  exhibit. 


Fulcrum  Technologies,  Inc. 
Key  Executives 


Name 

Title 

Thomas  1.  Csathy 

Chairman 

Eric  R Goodwin 

President  & CEO 

Michael  L Laginski 

EVP  & COO 

Peter  C.  Reid 

VP  Finance  & CFO 

E.  Peter  Eddison 

VP  Corporate  Marketing 

David  R.  Haskins 

VP  Research  & Development 

W.  David  Keys 

VP  Corporate  Development  & 
General  Counsel 

Fabrizio  Mignini 

VP  European  Sales 

Larry  J.  Trenwith 

VP  U.S.  Sales 

Company  Strategy 

Fulcrum’s  strategy  in  1996  is  “to  achieve  true 
market  dominance.” 

The  company’s  mission,  according  to  Peter 
Klante,  Fulcrum’s  vice  president  of 
marketing,  is  to  provide  software  that  bridges 
the  ‘islands  of  information’  across  the 
enterprise — by  addressing  corporate-w’ide 
requirements  for  simultaneous,  distributed 
search-and-retrieval  capabilities  for  the  World 
Wide  Web,  groupware,  and  traditional 
client/server  systems,  based  on  Internet  and 
industry  standards. 

Financials 

Fulcrum’s  1995  revenue  reached  $42.9 
million,  an  increase  of  59%  over  1994  revenue 
of  $27.0  million.  Net  income  wras  $5.3  million 
in  1995,  a 36%  increase  over  net  income  of 
$3.9  million  in  1994. 

A three-year  financial  summary  is  shown  on 
the  following  page.  Linless  otherwise  stated, 
all  dollars  are  Canadian. 

Research  and  development  expenditures  were 
approximately  $5.7  million  (13%  of  revenue) 
in  1995,  an  increase  of  71%  over  expenditures 
of  $3.3  million  (12%  of  revenue)  in  1994. 
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Fulcrum  Technologies,  Inc. 
Three-Year  Financial  Summary 
($  Millions,  Cdn,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Revenue 

$42.9 

$27.0 

$17.6 

• Percent  change  from 
previous  year 

59% 

53% 

N/A 

Income  before  taxes 

$8.4 

$5.8 

$1.2 

• Percent  change  from 
previous  year 

45% 

383% 

N/A 

Net  income 

$5.3 

$3.9 

$0.9 

• Percent  change  from 
previous  year 

36% 

333% 

N/A 

Earnings  (loss)  per  share 

$0.77 

$0.59 

$0.17 

• Percent  change  from 
previous  year 

31% 

247% 

N/A 

Revenue  Analysis  by  Product / Service 

Fulcrum’s  revenue  is  derived  from  two 
sources:  the  licensing  of  full-text  retrieval 
software  and  the  provision  of  related  services. 

Revenue  from  license  fees  increased  51%  to 
$34.4  million  in  1995,  up  from  $22.8  million  in 
1994.  Services  revenue  increased  103%  to 
$8.5  million  in  1995,  up  from  $4.2  million  in 
1994. 

A three-year  source  of  revenue  summary  is 
shown  on  the  following  page. 

License  fees  consist  of  fees  earned  under 
license  agreements  with  OEMs,  VARs,  other 
resellers,  and  end  users.  The  company 
recognizes  revenue  from  license  fees  when  the 
customer  has  signed  a license  agreement  and 
when  deliverables,  if  any,  have  been  shipped. 


• As  a percentage  of  total  revenue,  revenue 
from  license  fees  totaled  80%  and  84%  in 
1995  and  1994,  respectively. 

• License  fees  from  SearchServer  were 
approximately  $28.4  million  (83%  of  total 
license  fee  revenue)  in  1995,  compared  with 
$12.2  million  (54%  of  total  license  fee 
revenue)  in  1994. 

- Increases  in  SearchServer  revenue  were 
attributed  to  increased  marketing  and 
sales  efforts,  leading  to  new  customers. 

- License  fees  from  Ful/Text  were 
approximately  $5.4  million  (16%  of  total 
license  fee  revenue)  in  1995,  compared 
with  $10.6  million  (46%  of  total  license  fee 
revenue)  in  1994. 

- The  decrease  in  Ful/Text  revenue  during 
1995  was  consistent  with  the  increased 
marketing  focus  on  the  company’s  Search- 
Server  product  family. 
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Fulcrum’s  services  revenue  consists  of 
revenue  from  product  maintenance, 
consulting,  and  training.  Maintenance 
revenues  are  recognized  over  the  period  of  a 
contract.  Revenue  from  consulting  and 
training  is  recognized  in  the  period  the 
services  are  provided. 


As  a percentage  of  total  revenue,  revenue 
from  services  totaled  20%  and  16%  in  1995 
and  1994,  respectively. 


Fulcrum  Technologies 
Three-Year  Source  of  Revenue  Summary 
($  Millions,  Cdn) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

License  fees 

$34.4 

80% 

$22.8 

84% 

$15.1 

86% 

Services 

8.5 

20% 

4.2 

16% 

2.5 

14% 

Total 

$42.9 

100% 

$27.0 

100% 

$17.6 

100% 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1996,  was  $27.5  million,  an  increase  of  81% 
over  revenue  for  the  same  period  the  previous 
year.  Net  income  for  the  period  was  $1.6 
million,  a 71%  increase  over  the  same  period 
in  1995. 

During  the  period,  the  company’s  research 
and  development  expenditures  rose  to  20%  of 
total  revenue. 

Market  Financials 

Fulcrum  Technologies’  key  target  market 
segments  are  collaborative  computing,  which 
includes  document  information  solutions, 
groupware,  and  publishing,  both  commercial 
and  corporate. 


Geographic  Markets 

Fulcrum  Technologies  conducts  its  North 
American  operations  from  its  Canadian 
headquarters,  which  also  includes  the 
operations  of  the  domestic  Canadian  market 
as  well  as  the  Asia/Pacific  region.  Canadian 
operations  accounted  for  approximately  $23 
million  in  1995  revenue. 

In  1995,  approximately  49%  of  total  revenue 
was  derived  from  sources  outside  North 
America,  compared  to  41%  in  1994  and  38%  in 

1993. 

The  company  operates  in  Europe  through  four 
wholly  owned  subsidiaries.  European 
operations  accounted  for  approximately  $20.0 
million  in  1995  revenue,  a 150%  increase  from 

1994. 
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Fulcrum  Technologies,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions,  Cdn) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Canadian  (a) 

$22.9 

53% 

$19.0 

70% 

$13.1 

70% 

European 

20.0 

47% 

8.0 

30% 

5.6 

30% 

Total 

$42.9 

100% 

$27.0 

100% 

$18.7 

100% 

(a)  Includes  operations  of  the  domestic  Canadian  market . the  U.S.,  and  the  Asia/Pacific  region. 


Acquisitions 

In  December  1995,  Fulcrum  acquired  all  the 
issued  and  outstanding  shares  of  Trip 
Systems  International  (TSI)  for  approximately 
$6.3  million. 

• TSI  is  a U.S. -based  developer  of  the  Trip 
family  of  systems  software  products. 

• This  acquisition  has  helped  to  build 
relationships  with  a number  of  new  key 
distributors  in  strategic  geographic  regions 
such  as  Germany,  the  U.K.,  Scandinavia, 
and  Japan. 

• The  transaction  was  accounted  for  as  a 
purchase. 

In  June  1995,  Fulcrum  acquired  20%  of  the 
voting  stock  of  Passage  Systems,  Inc.  for 
approximately  $1.9  million  (US$1.4  million)  in 
cash. 

• Passage  Systems  is  a provider  of  SGML- 
based  publishing  solutions. 

• Passage  Systems  is  a U.S.  company  based  in 
California. 

Also  in  June  1995,  Fulcrum  acquired  all  the 
issued  and  outstanding  shares  of  Fulmedia 

Fulcrum  Technologies,  Inc. 

October  1996 


S.A.  for  an  aggregated  price  of  $2.1  million 
(US$1.5  million). 

• Fulmedia  S.A.  is  a systems  integrator 
located  in  France. 

• The  acquisition  was  accounted  for  as  a 
purchase. 

Employees 

As  of  January  1,  1996,  Fulcrum  Technologies 
had  250  employees. 

The  company  currently  has  306  employees, 
segmented  as  follows: 


Marketing  and  sales 134 

Customer  services 34 

Research  and  development 102 

Finance  and  administrative 36 


306 

Key  Products  and  Services 

Fulcrum  SearchServer  3.0 
Fulcrum  SearchServer  is  a multiplatform 
indexing  and  retrieval  search  engine  for 
custom  information-retrieval  applications. 
SearchServer  makes  use  of  an  SQL-based 
query  language  and  complies  with  Open 
Database  Connectivity  (ODBC),  so  that  it  can 
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be  used  in  information-retrieval  applications 
that  combine  with  customers’  existing 
information  systems. 

Version  3.0  features  linguistic  tools  that 
provide  natural-language  searching,  proximity 
searching,  a built-in  thesaurus,  hypertext 
links,  and  search  term  highlighting. 

SearchServer  supports  multiple  platforms, 
including  Microsoft  Windows  3.x,  Windows  95, 
Windows  NT,  and  many  UNIX  systems. 

Fulcrum  SearchBuilder 

Fulcrum  SearchBuilder  toolkits  are 
companion  products  that  integrate  with 
graphical  development  tools  so  that  MIS 
professionals  and  third-party  developers  can 
work  in  familiar  environments  like  Visual 
Basic,  Visual  C++,  and  PowerBuilder  to  build 
client/server  information -retrieval 
applications  that  access  Fulcrum 
SearchServer. 

Fulcrum  SearchBuilder  EXPRESS 

SearchBuilder  EXPRESS  line-of-business 
units  allow  for  the  deployment  of  information 
retrieval  solutions  with  no  programming. 
SearchBuilder  EXPRESS  has  an  instant  user 
interface  requiring  no  custom  programming  at 
all. 

Fulcrum  Surfboard.  2.0  for  Windows  NT 
Fulcrum  Surfboard  is  Fulcrum’s  open  and 
scalable  search  engine  for  deployment  on  a 
corporate  intranet  and  on  external  Web  sites. 

Surfboard  combines  SearchServer’s  indexing 
and  retrieval  engine  with  Internet  access 
protocols  enabling  Web  browsers  and  other 
common  Internet  clients  to  search  through 
corporate  information  repositories. 


Surfboard  provides  automatic  conversion  to 
HTML  and  supports  Microsoft  ActiveX 
controls. 

Fulcrum  Surfboard  supports  a variety  of  Web 
servers,  including  Netscape  Communications 
Server,  Netscape  Commerce  Server,  MS 
Internet  Information  Server,  O’Reilly  & 
Associates  Website,  Purveyor,  and  any 
CGIBIN-compatible  server. 

Fulcrum  FIND! 

Fulcrum  FIND!,  introduced  in  March  1996, 
allows  users  to  search  through  Microsoft 
Exchange  Server  information,  including  files, 
discussion  items,  attachments,  and  form  data. 

Fulcrum  FIND!  integrates  SearchServer 
technology  with  Microsoft  Exchange  Server  to 
provide  search  and  retrieval  to  corporate 
users. 

Clients 

Fulcrum's  products  are  used  in  a number  of 
applications  by  a variety  of  companies, 
including  the  following: 

Help  Desk  / Customer  Support 

Answer  Computer,  Astea  International, 
Compaq,  Clarify,  Dun  & Bradstreet  Software 
Services,  Gateway  2000,  Microsoft,  Software 
Artistry,  and  Novell 

CD  ROM  and  On-Line  Publishing 

CompuServe,  Hewlett-Packard,  II  Sole  24 
Ore,  The  Microsoft  Network,  Sun 
Microsystems,  Silicon  Graphics,  The  Gartner 
Group,  and  Video  On  Line 

Imaging  and  Document  Management 

Eastman  Kodak,  Intergraph,  Interleaf, 
Passage  Systems,  SAROS,  and  Wang 
Laboratories 
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Litigation  and  Legal  Services 

Arthur  Andersen  and  Company — Litigation 

Services  Division,  Clifford  Chance,  Davis, 

Polk,  & Wardwell,  and  McMillan  Binch 

Press 

Agence  France  Press  and  L’Express 

Corporate  Knowledgebases 

Aeoroporti  di  Roma,  AT&T  Global  Information 

Solutions,  Banca  di  Roma,  Carnegie  Mellon 

University,  European  Union,  Georgia  Pacific, 

Industry  Canada,  OECD,  and  Portland 

Electric 

Marketing  and  Sales 

Fulcrum  markets  its  products  and  services 
through  a direct  sales  force  as  well  as  indirect 
sales  channels  through  its  Fulcrum  Alliance 
Partner  program,  which  includes  more  than 
200  VARs,  OEMs,  and  ISVs. 

The  company  has  18  sales  and  service  offices 
in  key  business  centers  in  North  America, 
Europe,  Japan,  and  Australia. 

Alliances 

In  July  1996,  Fulcrum  and  Fujitsu  Limited 
announced  an  agreement  to  form  a joint 
venture,  named  Nihon  Fulcrum  KK,  to 
market  information  search-and-retrieval 
software  in  Japan. 

• The  company  is  minority-owned  (30%)  by 
Fujitsu  and  majority-owned  (70%)  by 
Fulcrum. 

• The  company  began  operations  in  July 
1996. 


• Prior  to  the  agreement,  the  two  companies 
had  spent  two  years  in  a combined  effort 
to  develop  a Japanese  version  of  Fulcrum's 
SearchServer™  text-indexing  and 
retrieval  software  product. 

Competition 

Fulcrum  Technologies  competes  with  Verity, 
Excalibur  Technologies,  Information 
Dimensions,  Personal  Librarian  Software, 
Dataware  Technologies,  and  Open  Text  in  the 
indexing  and  search-and-retrieval  market. 

Assessment 

Fulcrum  Technologies  considers  its  strengths 
to  include: 

• Very  fast  and  scalable  information  retrieval 
engine  with  ODBC  interface 

• Comprehensive,  powerful  toolsets  for 
developing  information  retrieval 
applications 

• Proven  ability  to  deliver  complete  solutions 
to  enterprise-level  information  management 
problems  with  a very  high  degree  of 
customer  satisfaction 

• Two  hundred  Alliance  Partners  delivering 
value  added  applications  and  services 

• Strong  financial  position,  with  a record  of 
continuous  growth  and  profitability 


• The  companies  have  invested  a combined 
total  of  100  million  Japanese  yen 
(approximately  US$900,000)  to  establish 
the  joint  venture. 
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Geac  Computer  Corporation 

Limited 


Chairman  & CEO:  William  G.  Nelson 

President:  Stephen  J.  Sadler 

11  Allstate  Parkway 
Markham,  Ontario,  Canada  L3R  9T8 
Phone:  (905)  475-0525 

Fax:  (905)  475-3847 

Internet:  http://www.geac.com 


Status:  Public 

Employees:  1,300 

Revenue:  $205,000,000  ($Cdn.) 

Fiscal  Year  End:  4/30/96 


Key  Points 

• Geac  Computer  Corporation  Limited  (Geac) 
designs,  manufactures,  and  markets  UNIX 
and  client/server  computer  systems  and 
software  products. 

• In  August  1996,  Geac  announced  the 
appointment  of  William  G.  Nelson  to  the 
position  of  Chairman  of  the  Board  and  CEO 
effective  September  1,  1996.  Prior  to  the 
appointment,  Mr.  Nelson  was  a long-term 


Geac  director  in  addition  to  chairman  and 
CEO  of  Harris  Business  Group,  Inc. 

• In  July  1996,  Stephen  Sadler  announced  his 
resignation  as  CEO  and  president  effective 
January  1997.  Mr.  Sadler  will  remain  a 
director,  and  will  act  as  a consultant 
focusing  on  acquisitions. 

• In  November  1996,  Geac  finalized  the 
acquisition  of  Dun  & Bradstreet  Software 
Services,  Inc.,  signficantly  expanding  Geac’s 
software  offerings  for  mainframe  and 
client/server  environments. 

• Between  May  and  August  1996,  Geac  also 
acquired  several  other  companies,  including 
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Perc  Technical  Services,  Inc.,  Tranti 
Systems,  Inc.,  Pro-Mation,  Inc.,  and  LIBRA 
Corporation’s  Signature  Division. 

• For  the  year  ending  April  30,  1996,  Geac 
made  three  acquisitions — The  Public  Safety 
division  of  OCS  Technology  Corporation, 
Control  Transaction  Corporation,  and 
Software  Shop  Systems,  Inc. 

Company  Description 

Founded  in  1971,  Geac  began  as  a developer 
of  software  and  manufacturer  of  its  own 
proprietary  computer  hardware. 

Geac  currently  provides  open  systems  that  are 
available  on  various  hardware  platforms.  The 
company’s  software  and  services  are  marketed 
to  various  vertical  markets,  including  librar- 
ies, financial  markets,  hotels,  construction 
management,  property  management,  news- 
papers, cross-industry  accounting,  restau- 
rants, manufacturing  and  distribution,  and 
public  safety. 

Organization  and  Structure 

Geac,  headquartered  in  Markham,  Ontario 
(Canada),  has  offices  located  in  the  U.S., 
Europe,  and  Australasia. 

Locations  in  North  America  include  Ontario 
(Canada),  Nashua  (NH),  Fairfield  and  Wall 
(NJ),  St.  Louis  (MO),  Tustin  (CA),  Newtonville 
(MA),  Tampa  (FL),  and  Houston  and  Irving 
(TX). 

European  offices  are  located  in  Strombeek- 
Bever  (Belgium).  Paris  (France),  Eindhoven 
and  Baarssen  (the  Netherlands),  LISBOA 
(Portugal),  Bristol  (U.K.),  St.  Leonards  and 
South  Melbourne  (Australia),  and  Auckland, 
Wellington,  and  Christchurch  (New  Zealand). 

Geac  is  organized  into  seven  divisions  as 
follows: 


• The  Financial  Systems  Division, 
headquartered  in  St.  Louis  (MO),  provides 
financial  automation  systems  such  as 
WINNAR™,  an  integrated  reconciliation 
and  investigation  system.  The  Financial 
Systems  Division  accounted  for 
approximately  6%  of  Geac’s  total  sales  in 
fiscal  1996  and  1995. 

• The  Manufacturing  and  Distribution 
Systems  Division  provides  manufacturing 
and  distribution  systems — from  ten-user, 
single-location  systems  to  large 
international  systems.  This  division 
accounted  for  about  8%  of  the  company’s 
fiscal  1996  sales,  compared  to  9%  in  fiscal 
1995. 

• The  \ ision Shift  Division,  headquartered  in 
Tampa  (FL),  provides  newspaper 
management  and  integrated  cross-industry 
accounting  and  human  resources  software 
systems.  In  fiscal  1996,  this  division  added 
the  Geac  Public  Safety  product  family. 
VisionSV);//  accounted  for  approximately  8% 
of  Geac’s  sales  revenue  in  fiscal  1996, 
compared  to  9%  the  previous  year.  The 
operations  of  DBS’  THR  business  unit  and 
its  Windows  NT-based  TotalHR®  human 
resources  applications  were  added  to  this 
division  in  November  1996. 

• The  Commercial  Systems  Division  provides 
systems  to  the  construction  and  property 
management  markets.  This  division 
accounted  for  approximately  14%  of  the 
company’s  fiscal  1996  sales,  up  from  9%  in 
fiscal  1995. 

• The  Hospitality  Systems  Division, 
accounting  for  approximately  17%  of  Geac’s 
total  sales  revenue  in  fiscal  1996,  up  from 
9%  in  fiscal  1995,  is  comprised  of  three 
business  units: 
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- The  Hotel  Computer  Systems  division, 
located  in  Tustin  (CA),  supplies  UNIX- 
based  hotel  property  management  systems 
to  properties  of  100  to  1.000+  rooms.  The 
division  supplies  application  software  as 
well  as  training  and  installation,  and  24- 
hour,  7-dav  support  for  both  hardware  and 
software. 

- The  Geac/CTC  division,  located  in 
Fairfield  (NJ),  wras  formed  in  fiscal  1996 
with  the  acquisition  of  Control 
Transaction  Corporation  (CTC). 

Geac/CTC  provides  POS  solutions  for 
table-service  restaurants. 

- The  Fasfax  division,  located  in  Nashua 
(NH),  supplies  systems  to  the  quick- 
service  restaurant  industry. 

• The  Library  Systems  Division,  located  in 
Newtonville  (MA),  supplies  library 
automation  systems.  Library  Systems 
accounted  for  24%  of  Geac’s  fiscal  1996 
revenue,  compared  to  28%  the  previous 
year. 

• The  Customer  Service  Division, 
headquartered  in  Nashua  (NH),  provides 
hardware  maintenance,  systems 
configuration  and  installation,  system 
upgrades,  and  both  local-  and  wide-area 
network  design  to  complement  the 
company’s  software  applications,  support, 
and  related  services.  The  Customer  Service 
Division  accounted  for  approximately  23%  of 
the  company’s  total  sales  for  fiscal  1996, 
compared  to  30%  in  fiscal  1995. 

As  a result  of  the  acquisition  of  Dun  & 

Bradstreet  Software  Services  in  November 

1996,  Geac  is  adding  the  following  divisions: 

• The  Geac  host  division  will  develop,  market, 
and  support  DBS’  mainframe-based  Expert 


and  Millennium®  product  lines  supporting 
accounting,  human  resources,  and 
procurement  applications.  The  division  will 
focus  on  customers  from  large  global 
organizations  that  want  to  maximize  the 
value  of  their  existing  mainframe  computers 
and  corresponding  processes  and/or 
transaction  volumes. 

• The  Geac  client/server  division  will  develop, 
market,  and  support  DBS'  SmartStream® 
solutions.  The  division  will  target 
customers  in  middle-tier  to  top-tier  global 
organizations  migrating  to  distributed 
client/server  financial,  human  resources, 
procurement,  distribution,  manufacturing, 
and  decision-support  systems. 

Company  Strategy 

Geac  follows  a philosophy  of  “providing  the 
total  solution  consisting  of  hardware, 
software,  service,  and  support  to  its  customers 
to  help  them  gain  a competitive  advantage  in 
their  markets.” 

During  fiscal  1997,  Geac  is  continuing  with 
this  strategy,  as  well  as  focusing  on  strategic 
acquisitions  to  complement  its  current  vertical 
markets  and  to  provide  opportunities  for 
entrance  into  new  markets.  The  company  will 
also  focus  on  internal  growth  within  existing 
operations. 

Financials 

Geac’s  fiscal  1996  revenue  reached  $205.0 
million,  a 9%  increase  over  revenue  of  $187.5 
for  fiscal  1995.  Net  income  grew  to  $35.6 
million,  an  increase  of  11%  over  net  income  of 
$32.0  million  the  previous  year. 

A five-year  financial  summary  is  shown  on  the 
following  page.  Unless  otherwise  stated,  all 
dollars  are  Canadian. 
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Geac  Computer  Corporation  Limited 
Five-Year  Financial  Summary 
($  Millions  Cdn,  except  per-share  data) 


Fiscal  Year 

Item 

4/96 

4/95 

4/94 

4/93 

4/92 

Revenue 

$205.0 

$187.5 

$152.1 

$105.1 

$85.3 

• Percent  change  from 
previous  year 

9% 

23% 

45% 

23% 

4% 

Income  before  taxes 

$40.6 

$37.5 

$26.9 

$7.2 

$12.7 

• Percent  change  from 
previous  year 

8% 

4% 

274% 

(43%) 

365% 

Net  income 

$35.6 

$32.0 

$22.9 

$4.5 

$11.1 

• Percent  change  from 
previous  year 

11% 

40% 

408% 

(59%) 

301% 

Earnings  per  share 

$1.23 

$1.11 

$0.81 

$0.17 

$0.50 

• Percent  change  from 
previous  year 

11% 

37% 

376% 

(66%) 

300% 

During  fiscal  1996,  Geac’s  research  and 
development  expenditures  were 
approximately  $13.5  million  (7%  of  revenue),  a 
30%  increase  over  expenditures  of  $10.4 
million  (6%  of  revenue)  in  fiscal  1995. 

Revenue  Analysis  by  Product / Service 

During  fiscal  1996.  Geac’s  systems  sales 
revenue  grew  12%,  to  nearly  $113.9  million. 
Service  and  support  revenue,  which  consists 
primarily  of  contracted  support  of  customers’ 
hardware  and  licensed  software,  increased 
5%,  to  $87.6  million. 

• Service  revenue  accounted  for  43%  of  sales 
in  fiscal  1996,  compared  to  45%  the  prior 
year,  as  new  product  sales  increased  more 
rapidly  in  the  growing  economy. 


• Computer  hardware  revenue  increased  to 
approximately  21%  of  sales,  up  from  20%  in 
fiscal  1995,  due  to  increased  shipments  of 
Geac-manufactured  restaurant  POS 
equipment,  which  more  than  offset  the 
historical  trend  toward  lower  prices  of 
resold,  third-party  hardware. 

• Higher  margin  software  licenses  and 
consulting  revenue  accounted  for  36%  of 
sales,  compared  to  35%  the  previous  year. 

• Interest  income  increased  to  $3.3  million 
from  $2.5  million  in  fiscal  1995. 

A three-year  source  of  revenue  summary  is 

shown  on  the  following  page. 
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Geac  Computer  Corporation  Limited 
Three-Year  Source  of  Revenue  Summary 
($  Millions,  Cdn) 


Fiscal  Year 

4/96 

4/95 

4/94 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Systems  sales 

$113.9 

55% 

$101.5 

54% 

$77.3 

51% 

Service  and  support 

87.6 

43% 

83.5 

45% 

73.0 

48% 

Other  (a) 

3.5 

2% 

2.5 

1% 

1.8 

1% 

Total 

$205.0 

100% 

$187.5 

100% 

152.1 

100% 

(a)  Includes  interest  income,  and  in  fiscal  1996.  interest  and  investment  income. 


Interim  Results 

Geac’s  revenue  for  the  three  months  ending 
July  31,  1996  was  $51.5  million,  an  8% 
increase  over  revenue  of  $47.6  million  during 
the  same  period  the  previous  year.  Net 
income  for  the  period  was  $8.6  million,  up 
slightly  from  the  prior  year’s  net  income  of 
$8.5  million. 

Market  Financials 

Geac  markets  its  products  and  services 
primarily  to  end  users  in  various  vertical 
markets,  including  libraries,  financial 


institutions,  hotels,  clubs,  construction, 
property  management,  newspapers, 
restaurants,  and  manufacturing  and 
distribution  companies,  and  to  public  safety 
system  users. 

Geographic  Markets 

Approximately  53%  of  Geac’s  fiscal  1996 
revenue  (54%  of  sales)  was  derived  from  the 
U.S.,  and  45%  of  revenue  (46%  of  sales)  came 
from  international  sources. 

A three-year  geographic  source  of  revenue 
summary  follows: 
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Geac  Computer  Corporation  Limited 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions,  Cdn) 


Fiscal  Year 

4/96 

4/95 

4/94 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

US. 

$109.0 

53% 

$87.8 

47% 

$66.5 

44% 

Europe 

42.5 

21% 

41.9 

22% 

37.4 

25% 

Australasia 

32.8 

16% 

33.3 

18% 

25.8 

17% 

Canada 

17.2 

8% 

22.0 

12% 

20.6 

13% 

Other  (a) 

3.9 

2% 

3.8 

2% 

3.9 

2% 

Eliminations 

(0.4) 

(...) 

(1.3) 

(1%) 

(2.1) 

(1%) 

Total 

$205.0 

100% 

$187.5 

100% 

$152.1 

100% 

(a)  Includes  Interest  income  and  transfers  between  segments,  as  well  as  investment  income  In  fiscal  1996. 


Acquisitions 

During  the  past  few  years  Geac  has 
aggressively  pursued  a strategy  of 
acquisitions  to  satisfy  growth  objectives. 

In  November  1996,  Geac  completed  the 
acquisition  of  Dun  & Bradstreet  Software 
Services,  Inc.  (DBS)  and  its  worldwide 
affiliates  for  $150  million  in  cash  plus  an  18- 
month  term  note  to  Dun  & Bradstreet 
Corporation  (D&B)  for  $41.25  million. 

• DBS,  a division  of  D&B  based  in  Atlanta, 
was  formed  in  1990  as  a result  of  the  merger 
of  Management  Science  America  and 
McCormack  & Dodge.  It  provides 
integrated  enterprise  financial,  human 
resources,  procurement,  manufacturing, 
distribution,  and  decision-support 
applications  for  client/server  and  mainframe 
environments.  Major  products  include 
Expert  and  Millennium  mainframe 
products,  SmartStream  client/server 
solutions. 


• DBS  had  annual  revenue  of  approximately 
$325  million,  sales  and  support  operations 
in  18  countries,  and  served  more  than  3,500 
customers  in  50  countries. 

• The  bulk  of  the  operations  of  DBS  are  being 
divided  between  the  Geac  host  division  and 
the  Geac  SmartSteam  client/server  division. 

During  the  first  four  months  of  fiscal  1997, 

Geac  made  four  acquisitions: 

• In  August  1996,  Geac  acquired  Pro-Mation, 
Inc.  of  Salt  Lake  City  (UT),  a provider  of 
software  applications  for  the  construction 
and  property  management  industries  with  a 
base  of  1,000  customers  and  annual  revenue 
of  more  than  $3  million. 

• In  August  1996,  Geac  acquired  LIBRA 
Corporation’s  Signature  Division,  also  a 
provider  of  software  applications  for  the 
construction  and  property  management 
industries.  The  Salt  Lake  City  (UT)-based 
Signature  Division  had  a base  of  3,000 
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customers  and  annual  revenue  of  more  than 
$4  million. 

• In  May  1996,  Geac  purchased  Perc 
Technical  Services,  Inc.,  a Canadian-based 
provider  of  on-site  technical  support  to 
major  newspapers,  insurance  companies, 
hospitals,  automobile  manufacturers,  and 
financial  institutions.  Perc  had  annual 
sales  of  approximately  $3  million. 

• In  May  1996,  Geac  also  acquired  Tranti 
Systems,  Inc.,  a U.S. -based  developer  and 
marketer  of  POS  systems  to  quick-service 
restaurants,  for  approximately  $1.8  million 
in  cash.  Tranti  had  annual  sales  of 
approximately  $4  million. 

During  fiscal  1996,  Geac  spent  a combined 

total  of  approximately  $10  million  on 

acquisitions. 

• In  February  1996,  the  company  acquired  the 
Public  Safety  division  of  OCS  Technology 
Corporation  of  Tampa  (FL),  positioning  Geac 
in  a new  vertical  market.  OCS  is  a supplier 
of  public  safety  systems,  with  a base  of 
approximately  150  police,  fire,  and 
ambulance  customers  in  the  U.S.  and 
Canada. 

• In  January  1996,  Geac  purchased  Control 
Transaction  Corporation  (CTC),  a Fairfield 
(NJ)-based  supplier  of  POS  systems  for 
table-service  restaurants.  CTC’s  products 
complement  Geac’s  existing  Hotel  Systems 
Division  software  and  are  used  by  many  of 
Geac’s  current  hotel  customers.  CTC  had 
annual  revenue  of  approximately  $7.5 
million. 

• In  August  1995,  Geac  acquired  Software 
Shop  Systems,  Inc.  of  Wall  (NJ),  a provider 
of  construction  management  software,  to 
complement  its  existing  Commercial 
Systems  Division. 


In  fiscal  1995,  Geac  spent  a combined  total  of 
approximately  $23  million  on  five 
acquisitions. 

• In  March  1995,  the  company  purchased 
Alternative  Management  Systems,  Inc.,  a 
Houston  (TX)-based  supplier  of  property 
management  software  in  the  U.S. 

• In  December  1994,  Geac  acquired  a supplier 
of  library  automation  solutions  in  Europe 
with  operations  in  Belgium  (ODIS  N.V.),  the 
Netherlands  (ODIS  B.V.),  and  France  (ODIS 
SARL),  and  incorporated  the  operations  into 
Geac’s  Library  Division. 

• In  November  1994,  the  company  acquired 
Fasfax  Corporation  of  Nashua  (NH).  a 
supplier  of  hardware  and  software  systems 
to  the  quick-service  restaurant  industry. 

- Included  in  the  purchase  was  Fasfax's 
Professional  Series  600™  (PS600)  Point  of 
Sale  (POS)  system  and  UltraTouch™ 
software,  which  can  run  on  either  Fasfax’s 
Paradigm™  hardware  or  on  other  open 
system  platforms. 

- This  acquisition  presented  opportunities 
in  new  vertical  markets  for  Geac. 

• In  November  1994,  Geac  also  acquired 
DataTrend  Software  Technology  Inc.,  a 
Canadian-based  marketer  of  distribution 
software  based  on  the  Jonas  & Erickson 
software  acquired  by  Geac  in  1990. 

• In  June  1994,  Geac  acquired  Tampa  (FL)- 
based  Collier-Jackson,  Inc.,  a supplier  of 
software  for  the  newspaper  industry  and  a 
provider  of  integrated  office  and  accounting 
software  solutions. 

During  fiscal  1994,  Geac  acquired  eight 
companies,  including  Hotel  Computer 
Systems  Limited,  Hotel  Systems  Pty  Limited, 
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Convergent  Solutions  Pty  Ltd.,  Datamark 
International  Limited,  Dmark  International 
Pty  Limited,  ECI  Computer,  Inc.,  Claymore 
Systems  Group,  and  New  Tech  Hospitality 
Systems  Pty  Ltd. 

Employees 

Geac  has  approximately  1,300  employees. 

Key  Products  and  Services 

Geac  provides  products  based  on  a range  of 
industry  standard  hardware  platforms  that 
support  a UNIX  or  Microsoft  Windows-based 
open  system. 

Financial  Systems  Division 

WINNAR™  system,  introduced  in  fiscal  1995, 
is  a Windows-based,  integrated  client/server 
bank  reconciliation  and  investigations  system 
for  cash,  securities,  and  FX  confirmations. 

IFS2000™  Asset  Finance/Leasing  System  is  a 
UNIX-based  leasing  and  asset  finance  admin- 
istration system  marketed  in  the  U.K. 

Advanced  Finance  System  (AFS™)  is  an 
integrated  data  processing  system  marketed 
in  the  U.S. 

• Applications  include  customer  information 
files,  deposits,  business  accounts,  loans,  and 
auto-post  general  ledger. 

• All  AFS  clients  are  processed  from  the  data 
center  located  in  St.  Louis  (MO). 

The  Signature  verification  system  for  teller 
and  back-office  operations  is  used  to  capture 
signatures  and  create  a database. 

• This  is  a PC-based  system  that  can  interface 
to  anjr  host-based  system,  and  can  function 
either  as  a standalone  or  integrated  system. 

• Signature  is  also  marketed  in  the  U.S.  only. 


Manufacturing  and  Distribution  Systems 
Division 

Geac’s  “value  added”  manufacturing  product 
lines  for  manufacturing  and  distribution 
companies  include: 

• i2™ 

• Factory  Manager™ 

• TIMS™ 

• Mentat™ 

The  Manufacturing  and  Distribution  Systems 
Division  is  developing  its  next-generation 
Windows-based,  client/server  software 
system,  which  will  include  a set  of  financial, 
distribution,  and  manufacturing  modules 
integrated  to  the  Microsoft  Office  suite  of 
products. 

Vision  Shift  Division 

The  Vision  Shift  Division  provides  newspaper 
management  and  integrated  cross-industry 
accounting  software  systems. 

The  VisionShift  Accounting™  product  line, 
acquired  with  the  purchase  of  Collier- Jackson 
in  1995,  is  a suite  of  enterprise-wide 
client/server  applications  for  mid-range 
businesses,  providing  analysis  tools  and 
paperless  workflow  management. 

'VisionShift  Accounting  is  built  exclusively 
with  Microsoft  tools  and  is  tightly  integrated 
with  Microsoft  Office.  Modules  include: 

• Vision  Shift  General  Ledger 

• Vision  Shift  Accounts  Payable 

• Vision  Shift  Accounts  Receivable 

• Vision  Shift  Decision™  for  analysis  and 
reporting 

• Vision  Shift  Advertising™ 

• Vision  Shift  Attache™ 
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• VisionS/u/y  Database  Marketing™ 

World  Class  Series  Accounting  is  a suite  of 
enterprise-wide  UNIX,  VAX,  and  HP3000 
applications. 

• World  Class  Series  General  Ledger 

• World  Class  Series  Accounts  Payable 

• World  Class  Series  Accounts  Receivable 

• World  Class  Series  Fixed  Assets 

• World  Class  Series  Purchasing 

• World  Class  Series  Advertising  provides 
contract  management  and  accounting 
capabilities  for  advertising  departments. 

• World  Class  Series  Circulation  provides 
customer  service,  accounting,  routing,  and 
distribution. 

The  Geac  Public  Safety  product  family, 
managed  under  the  Vision  Shift  Division,  is  a 
suite  of  host-based  application  suites  designed 
for  police  and  fire  departments  and 
ambulance  service  companies  that  are 
centered  around  a computer-aided  dispatch 
system. 

This  division’s  strategy  during  fiscal  1997  is  to 
focus  on  expanding  its  geographic  market  for 
newspaper  products  and  create  indirect  sales 
channels  for  its  cross-industry  products. 

Commercial  Systems  Division 
Constellation™  Series  is  a suite  of 
client/server  products  for  the  construction 
market  with  four  separate  vertical  market 
modules: 

• StarBuilder™,  released  in  fiscal  1996,  is  a 
client/server  Windows-based  accounting 
system  for  the  construction  market. 

Modules  include  job  costing,  accounts 
payable,  accounts  receivable,  and  general 
ledger.  Optional  modules  cover  areas  such 


as  employee,  vendor,  customer,  and 
information  management,  as  well  as 
equipment  costing,  inventory,  PowerNotes, 
and  estimating  interfaces. 

• StarSuite™  is  for  the  commercial  property 
management  market. 

• StarSite™  for  the  residential  property 
management  market  is  expected  to  be 
released  in  fiscal  1997. 

• HomeStar™  for  the  HomeBuilder  market  is 
also  expected  to  be  released  in  fiscal  1997. 

HomeBuilder  Management  System  is 
designed  for  the  home  building  industry.  The 
suite  of  software  applications  includes  multi- 
company  accounting,  job  costing,  project 
management/scheduling,  subcontract/ 
purchase  orders,  loans  processing,  lien 
waivers,  buyer  management,  and  estimating. 

Construction  Manager,  obtained  in  the 
acquisition  of  Software  Shop  in  1995,  is  a job- 
costing accounting  system  for  the  small  to 
mid-range  contractor. 

Advanced  Construction  Estimating  (ACE), 
also  from  Software  Shop,  is  for  the 
preparation  of  estimates  and  bids. 

Hospitality  Systems  Division 

Geac/UX™,  provided  by  Geac’s  Hotel 
Computer  Systems  division,  is  a UNIX-based 
hotel  property  management  software  system 
for  mid-sized  to  large  hotels  and  resorts  that 
is  integrated  with  the  client’s  hotel 
reservation  system. 

Geac/GH  is  an  integrated  back-office  hotel 
property  management  system  designed  for 
economy  to  mid-sized  hotels. 

The  Power  Option  Series  is  a suite  of  property 
management  and  accounting  software 
provided  by  Geac/AMSI. 
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• PowerSite  is  a residential  property 
management  system  that  tracks,  reports, 
and  targets  potential  residents,  as  well  as 
leasing  agent  performance.  PowerSite 
contains  more  than  50  standard 
management,  lease  accounting,  and  audit 
reports,  as  well  as  custom  report 
capabilities. 

• PowerSuite  is  a commercial  management 
system  that  provides  more  than  40  standard 
reports,  including  tenant  profiles  and  rent 
rolls.  PowerSuite  allowrs  up  to  99  escalation 
methods  to  be  maintained  for  each  tenant, 
as  well  as  the  ability  to  accommodate 
multiple  percentage  rent  breakpoints  for 
each  type  of  gross  sale. 

Geac  SCO  UNIX  Property  Management 
System  is  designed  for  properties  with  as  few 
as  100  rooms. 

• The  system  uses  PC/Intel-based  computers, 
color  touchscreens,  and  the  SCO  UNIX 
operating  system. 

• The  system  provides  time  and  attendance 
tracking,  fast  bar  ordering  mode,  frequent 
diner  tracking  capability,  and  interfaces  to 
PMS,  Club,  accounting,  inventory,  and 
reporting  systems. 

CTC  SOLUTION  SYSTEM™,  provided 
through  the  Geac/CTC  division,  is  a POS 
system  for  restaurant  servers  and  managers. 

• The  system  is  designed  for  total  restaurant 
needs.  It  both  complements  and  interfaces 
with  Geac’s  Hotel  Property  Management 
System. 

• This  system  is  a PC-based  color  touchscreen 
system  that  automates  table-side  service 
restaurants  from  50  to  1.500  seats,  and  from 
standalone  operations  to  restaurant  and 
hotel  chains. 


• The  CTC  SOLUTION  SYSTEM  hardware 
includes  order  entry  stations  that  support 
two  printers  and  two  cash  drawers 
simultaneously,  printers,  and  back-office 
server. 

• Software  modules  include  point  of  sale,  time 
and  attendance,  holiday  menu  scheduler, 
coupon  tracking  and  accounting,  frequent 
diner  tracking,  team  tip  allocation,  and 
credit  card  processing. 

The  Fasfax  family  of  POS  products,  acquired 
with  the  purchase  of  Fasfax  Corporation  in 
fiscal  1994,  are  designed  for  quick-service 
restaurant  chains  and  their  franchisees  and 
independent  operators.  These  systems 
automate  production,  control  costs,  and 
transfer  information  between  corporate 
headquarters  and  the  franchised  operations. 

• Professional  Series  600  (PS600),  is  a POS 
system  that  uses  modular  component  and 
peripheral  add-on  ports. 

• Paradigm™  is  Geac’s  new  fourth  generation 
POS  hardware  system  centered  around  a 
visual  interface  and  a touchscreen. 

• UltraTouch™  software  products  are  for 
order  processing,  kitchen  production, 
employee  timekeeping,  and  inventory 
functions,  as  well  as  complete  management 
control  and  reporting  procedures. 

Library  Systems  Division 

Geac’s  Library  Systems  Division  supplies 
UNIX-based  library  automation  systems  for 
public,  academic,  and  special  libraries. 

ADVANCE™  release  6.5  is  an  open  system 
providing  standard  library  functions  such  as 
circulation,  public  access  catalog,  acquisitions, 
and  serials  control.  It  also  allows  patrons  to 
check  out  material  on  self-charge  stations. 
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PLUS™  release  2.5  database  also  provides 
standard  library  functions  and  expands  the 
functionality  of  circulation,  the  on-line 
catalog,  acquisitions,  and  serials. 

VUBIS™  is  a library  automation  software 
system  obtained  in  the  acquisition  of  ODIS. 

GEOS2™  is  a suite  of  GUI-based  client/server 
products,  currently  comprised  of  three 
products: 

• GeoWeb™  is  an  Internet  gateway  product 
that  enables  users  to  search  a library 
catalog  directly  from  a World  Wide  Web 
browser  on  the  Internet. 

• GeoCat™  is  an  integrated  cataloging  and 
holdings  maintenance  client.  It  retrieves 
and  stores  bibliographic  information  from 
ADVANCE.  PLUS,  or  any  z39.50-compliant 
database. 

• GeoPac™  is  a Windows-based  multimedia 
public  access  catalog  client  for  searching 
local  and  remote  databases.  GeoPac  is  also 
the  search  engine  for  GeoCat. 

Customer  Service  Division 

The  Customer  Service  Division  provides 
hardware  maintenance,  systems  configuration 
and  installation,  system  upgrades,  LAN 
design  and  installation,  and  data 
communication  services.  It  also  provides  both 
on-site  and  return-to-depot  service  for  Geac 
customers  and  third-party  organizations. 

The  field  service  organization  of  Fasfax 
Corporation,  acquired  in  1994,  is  now 
incorporated  into  the  Customer  Service 
Division. 

Marketing  and  Sales 

The  Vision Shift  Division  products  are 
currently  marketed  through  a direct  sales 
force  in  the  U.S.,  and  have  distribution 


channels  in  the  U.K.,  France,  the  Middle 
East,  Mexico,  and  South  America.  In  fiscal 
1997,  Geac  expects  to  create  indirect  sales 
channels  in  the  U.S.  for  VisionS/f  i//’s  cross- 
industry products. 

The  Commercial  Systems  Division  markets  its 
products  through  an  expanding  base  of  value- 
added  resellers  (VARs). 

Alliances 

Geac  is  a member  of  the  Microsoft  Solution 
Provider  program  at  the  partner  level,  and  is 
a Novell  Platinum  Reseller,  a Citrix  Premier 
Solution  partner,  and  a Netscape  affiliate. 

The  company  also  has  strong  product 
development  relationships  with  UniData, 
Digital  Equipment  Corporation,  Hewlett- 
Packard  Corporation.  IBM,  and  a variety  of 
vertical  software  solution  providers. 


Geac  Computer  Corporation  Limited 
November  1996 


INPUT  1996  Reproduction  prohibited. 


Page  11  of  11 


9 


9 


9 


COMPANY 

PROFILE 


INPUT 


I 


fill 


GE  COMPUTER  SERVICE,  INC. 

Suite  3200/3300 
6875  Jimmy  Carter  Blvd. 

P.O.  Box  105625 
Atlanta,  GA  30342 
Phone:  (800)937-9550 
Fax:  (404)  256-6389 


General  Manager: 
Parent: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Jim  Mitchell 
General  Electric  Co. 
Subsidiary 
2,000* 
$175,000,000* 
12/31/91 

* INPUT  estimate 


Key  Points 

• GE  Computer  Service  (GECS)  is  one  of  the  nation's  leading 
independent  service  providers  for  multivendor  computer 
maintenance;  rental/leasing  of  PCs,  peripherals,  and  electronic 
test/measurement  equipment;  and  for  repair/calibration  of  test  and 
measurement  equipment. 

• GE  Computer  Service  operates  through  a network  of  over  250 
service  locations,  22  depot  locations,  and  10  rental  inventory 
locations  in  all  50  states  and  Puerto  Rico.  More  than  70  dispatchers 
and  1,200  technicians  supply  around-the-clock  service,  seven  days 
per  week. 

• GE  Computer  Service  offers  repair  and  maintenance  services  on 
satellite  earth  station  and  terminal  equipment. 

• In  1992,  GE  Computer  Service  launched  the  Network  Resources 
program  for  companies  that  want  help  installing  and  managing  their 
networks. 
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Company 

Description 

GE  Computer  Service  is  one  of  the  largest  full-service  computer 
maintenance  and  support  providers  in  the  U.S.  As  a component  of  GE 
Financial  Services,  GECS  delivers  a wide  array  of  computer  services  to 
customers  across  North  America. 

• GECS  provides  comprehensive  preventive  and  remedial 
maintenance  service  on  a broad  range  of  computer  and 
communication  products  and  peripherals. 

• GECS  also  offers  a full  menu  of  service  options  focused  on 
networking,  from  network  consulting,  design,  and  installation  to 
system  certification  and  user  training. 

Company 

History 

GE  Computer  Service  has  over  20  years  of  experience  in  the  computer 
maintenance  and  support  area.  The  company  became  part  of  GE 
Financial  Services  in  1992. 

Financials 

INPUT  estimates  that  GECS'  1991  revenue  was  approximately  $175.0 
million,  a 20%  increase  over  1990  estimated  revenue  of  $145.0  million. 

Alliances 

GE  Computer  Service  announced  in  November  1991  that  it  would  be 
an  authorized  independent  maintainer  of  Compaq  PCs  and  PC  systems 
in  the  U.S. 

GE  Computer  Service  supports  Diamond  Technologies'  computers  and 
Austin  Computers'  systems.  Austin  Computers  has  been  a recipient  of 
several  Editor's  Choice  awards  for  desktop  PCs. 

GECS  also  provides  on-site  support  for  NEC  Technologies  and 
Leading  Edge  computers. 

Competitors 

GECS'  main  competitors  in  the  service  and  support  area  are  Bell 
Atlantic  Business  Systems  Service,  Intelogic  Trace,  ComputerLand,  and 
Novadyne. 

Key  Products 
and  Services 

GECS  offers  single-source  multivendor  maintenance  and  support 
services  through  over  1,000  technicians  at  more  than  250  locations 
nationwide.  Technicians  are  trained  on  the  specifics  of  customers' 
equipment  that  is  not  already  part  of  their  standard  repertoire. 

The  following  services  are  offered: 
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• On-site  remedial  maintenance,  preventive  maintenance, 
installations,  removals,  relocations,  engineering  changes  and 
upgrades 

• Depot  mail-in  and  carry-in  service,  refurbishment,  reconditioning, 
upgrades,  configuration  and  staging 

• Technical  Assistance  Center,  hardware/software  help  desk,  remote 
diagnostic  center,  training,  warehouse  and  logistics  management 
support  services 

• The  GE  Network  Resources  Program  provides  the  following 
services:  LAN  system  design,  site  planning,  cabling  and  installation, 
operating  system  support  services,  and  three  levels  of  network 
component  coverage. 

The  service  components  of  the  nationwide  service  network  include: 

• A full-time,  toll-free  Customer  Support  Center  is  staffed  24  hours 
per  day,  7 days  a week  to  field  calls  and  notify  technicians  of  a 
service  request. 

• The  Technical  Assistance  Center  provides  on-line  troubleshooting 
assistance  to  customers.  If  a service  call  by  a GE  technician  is 
required  to  correct  any  hardware  problems,  the  diagnosis  is 
communicated  to  the  technician  to  serve  as  a starting  point  for  the 
repair  or  correction  of  the  problem. 

■ Technical  backup  for  the  service  technicians  is  available  by  phone 
from  the  Technical  Support  Group  of  skilled  engineers,  with  a 
library  of  service  documentation. 

• Nationwide  inventory  management  is  provided  by  the  National 
Distribution  Center,  the  heart  of  a three-tiered  system  that  makes 
parts  available  through  regional  satellite  centers  right  down  to  the 
technician's  truck.  Parts  are  available  either  from  consignment  or 
GECS  stock. 

GECS  offers  associated  computer  services  through  other  arms  of  the 

company. 

■ GE  Electronics  offers  repair,  calibration,  and  maintenance  services 
for  leading  brands  of  electronic  test  and  measurement  equipment 
and  industrial  control  systems.  All  equipment  is  tested  and 
calibrated  to  manufacturer  specifications  before  shipment  ,and 
National  Bureau  of  Standards  certifications  are  available. 
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GE  Rents  rents  and  leases  top-quality  PCs,  portables,  laptops, 
peripherals,  and  leading  industrial  and  electronic  test  and 
measurement  equipment.  The  company  also  sells  brand  name 
computer  supplies  and  used  equipment.  Rental  terms  offered  vary 
from  one  week  to  five  years  and  maintenance  is  included.  Quick- 
Rental11  Centers  are  located  in  Atlanta,  Boston,  Chicago,  Dallas,  Los 
Angeles,  Orlando,  Philadelphia,  San  Francisco,  and  Seattle. 


Geographic 

Markets 


INPUT  estimates  that  over  90%  of  GECS'  1991  revenue  was  derived 
the  U.S.  and  10%  from  international  companies. 
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GE  Information  S 

iervices,  Inc. 

President 

& CEO:  Hellene  S.  Runtagh 

401  North  Washington  Street 
Rockville,  MD  20850-1785 
Phone:  (301)340-4000 

Fax:  (301)340-4488 
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Status. 

Parent: 

Employees: 

Revenue: 

Fiscal  Year  Ending: 
* INPUT  estimate 


Division 
General  Electric  Co. 

2,500 
$ 625,000,000* 
12/31/94 


Key  Points 

• GE  Information  Services,  Inc.  (GEIS) — a 
global  leader  in  electronic  commerce 
services — provides  the  Commerce*Express 
portfolio — electronic  messaging,  electronic 
data  interchange  (EDI)  and  information 
management  services — along  with 
consulting,  systems  integration  and 
implementation  services  to  link  more  than 
30,000  businesses  around  the  world. 

• In  September  1994,  GEIS  formed  a new 
Healthcare  Information  Management 


business  unit  to  provide  information 
services  to  the  health  care  industry. 

• In  May  1994,  Ameritech  Corporation,  a 
leading  telecommunications  company, 
completed  its  $472  million  investment 
GEIS,  that  may  eventually  result  in  a 30% 
equity  position  for  Ameritech. 

Company  Description 

GEIS  is  one  of  12  key  business  units  of 
General  Electric  Co. 

GEIS  provides  transaction  and  utility 
processing;  inquiry/response,  EDI  and  value- 
added  network  services;  systems  integration; 
and  software  development  and  network 
management  professional  services  to  more 
than  30,000  corporations  and  associations 
worldwide. 


©INPUT  1995.  Reproduction  prohibited. 


VAED 


Page  1 of  8 


INPUT  Vendor  Profile 


• GEIS  was  established  in  1965  when  GE 
commercialized  the  concept  of  timesharing 
developed  by  Dartmouth  College. 

• GEIS  was  formed  as  General  Electric 
Information  Services  Company(GEISCO)  to 
consohdate  General  Electric  Co.'s  (GE) 
MARK  III  worldwide  interactive  and  remote 
batch  processing  services,  originally 
introduced  in  1965  under  the  MARK  I name 
as  the  first  interactive  processing  service 
commercially  available  in  the  U.S. 

• The  organization  unified  the  U.S.  operations 
handled  by  GE's  Information  Services 
Division  with  European  and  Australian 
operations  run  by  Honeywell.  Honeywell 
retained  a 16%  interest  in  GEISCO  until 
January  1972,  when  GE  purchased 
Honeywell's  interest  for  approximately  $70 
million. 

• On  January  1,  1984,  GEISCO  once  again 
became  an  internal  component  of  GE  and  its 
legal  name  became  GE  Information 
Services. 

• GE  Consulting  Services,  formerly  part  of 
GEIS,  was  acquired  by  Keane  Inc.  in 
January  1993. 

• GE  Computer  Services,  based  in  Atlanta, 
was  formerly  part  of  GEIS  and  now  operates 
as  a separate  unit  under  GE. 

Structure  and  Operations 

GEIS  has  U.S.  regional  offices  in  New  York, 

Atlanta,  Chicago  and  San  Francisco. 

International  offices  are  located  in  Australia, 

Austria,  Belgium,  Brazil,  Canada,  China, 

Denmark,  Egypt,  Finland,  France,  Germany, 

Hong  Kong,  Ireland,  Italy,  Japan,  Korea, 

Malaysia,  Mexico,  the  Netherlands,  New 

Zealand,  Norway,  the  Philippines,  Portugal, 


Saudi  Arabia,  Singapore,  Spam,  Sweden, 
Switzerland,  Taiwan,  Thailand  and  the  U.K. 

GEIS  has  supercenters  in  Cleveland  (OH), 
RockviUe  (MD)  and  Amsterdam  (The 
Netherlands).  In  addition,  the  company  has 
22  network  control  centers. 

GEIS  is  organized  into  three  triads  supporting 
the  U.S.,  Europe  and  the  Asia/Pacific. 

Company  Strategy 

GEIS,  along  with  other  GE  divisions,  shares 
the  GE  mandate  of  being  the  dominant  player 
in  the  markets  it  chooses  to  compete  in. 

GEIS  considers  that  corporate  customers 
advance  upward  to  higher  levels  of 
information  infrastructure.  Beginning  with 
establishing  basic  data  transmission 
capabilities  (through  telephone  company 
carriers)  they  move  to  network  services, 
processing  services,  enablers,  applications  and 
finally,  full  systems  integration. 

The  company  is  well  positioned  in  the  EDI 
network  services  market  with  over  30,000 
EDI  trading  partners,  growing  22%  annually. 

GEIS  has  aligned  its  products  and  service 
offerings  to  match  this  development  process. 
GEIS'  basic  services  start  with  network  and 
processing  services,  then  advance  to  managed 
network  services,  EDI  (as  an  enabler), 
business  communications  (E-mail,  facsimile, 
EDI,  databases  etc.)  to  fully  integrated 
business  productivity  solutions. 

Financials 

INPUT  estimates  GEIS’  total  1994  revenue 
was  approximately  $625  million,  compared  to 
an  estimated  $600  million  in  1993. 

Revenue  is  derived  from  network/processing 
services,  professional  services,  systems 
integration  and  software  products. 
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Market  Financials 

GEIS’  revenue  is  derived  approximately  as 
follows: 


Banking 40% 

Manufacturing 32% 

Telecommunications 10% 

Trade  and  transportation 10% 

Retail 5% 

Other 3% 


100% 

GEIS  has  a client  base  of  over  30,000 
corporations  and  associations  worldwide.  The 
company  controls  approximately  21%  of  the 
electronic-mail  market  and  is  growing 
approximately  15%  annually. 

Revenue  Analysis  by  Product  Line: 

INPUT  estimates  that  approximately  80%  of 
GEIS’  1994  revenue  was  derived  from 
network  and  processing  services  and  the 
remaining  20%  from  professional  services, 
systems  integration  and  software  products. 

Geographic  Markets 

Approximately  60%  of  GEIS’  revenue  is 
derived  from  the  U.S.  and  the  remaining  40% 
from  its  Europe  and  Asia/Pacific  accounts. 

Employees 

The  company  currently  has  approximately 
2,500  employees.  Of  these,  nearly  1,000  (40%) 
are  based  outside  the  U.S. 

Acquisitions 

In  January  1994,  GEIS  acquired  ICL’s 
remaining  interest  in  International  Network 
Services,  Ltd.  (INS)  in  an  effort  to  grow  GEIS 
and  INS  in  the  electronic  commerce  services 
business  worldwide. 

Key  Products  and  Services 

GEIS’  electronic  commerce  services  link 
businesses  with  their  suppliers,  distributors, 


manufacturers  and  customers  to  streamline 
business  transactions  and  improve  the  flow  of 
information. 

GEIS’  Business  Productivity  Solutions 
offerings  include  the  following  areas: 

• Purchasing/Supplier  Productivity 

• Marketing  and  Sales  Productivity 

• Logistics  Management 

GEIS  offers  its  clients  multiple  delivery 
systems  for  its  processing/network  services  as 
follows: 

• The  MARK  III®  Service  consists  of  the 
following  major  elements: 

- Foreground  Service  is  the  primary  offering 
on  the  MARK  III  System,  consisting  of 
interactive  remote  processing  on  Bull/NEC 
computers.  GEIS  offers  libraries 
consisting  of  over  2,000  software  products. 

- Products  are  developed  by  GEIS  or 
licensed  from  major  software  vendors. 
These  third-party  packages  are  fully 
supported  by  GEIS. 

• The  MARK  3000  Service  is  an  IBM- 
compatible  companion  service  to  the 
Bull/NEC  offerings.  Remote  batch  and 
interactive  processing  on  large-scale  IBM 
computers  is  available.  Usage  is  split 
between  general  business  applications  and 
engineering,  simulation  and  statistical 
analysis  applications. 

• GEIS  provides  a UNIX-based  processing 
environment  consisting  of  high-availability 
processor  cluster  telecommunications 
facilities  and  high-capacity  disk  storage. 

The  platform  is  targeted  to  clients  requiring 
an  open  systems  environment,  processing 
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scalability,  client/server  architecture  and 
relational  database  management. 

- • The  GEIS  network  is  the  company’s 

worldwide  teleprocessing  network  based  on 
a proprietary  packet-switching  protocol.  It 
permits  multisite  organizations  to  achieve 
data  transmission  to  dispersed  terminals 
and  host  computers  around  the  world  with 
more  than  750  access  points  in  the  U.S.  and 
in-country  direct  access  in  35  countries. 

- The  GEIS  network  supports 
asynchronous,  IBM-compatible 
synchronous  (including  3270  BSC,  3270 
SNA/SDLC,  2780/3780  BSC,  3770  SNA) 
and  X.25  protocols. 

- The  High  Performance  Network  (HPN)  is 
part  of  GEIS’  overall  initiative  to 
implement  new  advanced  networking  and 
applications  processing  platforms  for 
delivery  of  its  global  electronic  commerce 
services.  Asynchronous  connectivity  via 
the  HPN  provides  V.32  standard  access 
with  9600  bps  connect  speed  plus  support 
for  MNP-5  and  V.42  bis,  and  has  a 
potential  maximum  throughput  rate  of 
38.4  kbps.  X.25  connectivity  supports 
dedicated  leased  line  access  at  speeds  of 
up  to  64  kbps  and  higher,  if  required,  for 
single  or  multiple  virtual  circuits. 

- In  addition  to  supporting  interconnections 
among  SNA  networks,  it  offers  a variety  of 
error-correcting  protocols,  such  as  MNP 
and  XMODEM,  and  it  provides  3270 
emulation  via  NET*CONNECT  3270  and 
Simware’s  SIM  3278,  SIMPC  and 
MAC3270. 

GEIS’  Business  Productivity  Solutions 
consists  of  the  following  products  and 
services: 


• ACCOUNTS  PAYABLE  COEP  is  a network- 
based  integrated  application  for  managing 
the  initiation  of  payments  and  remittance 
information  to  suppliers  and  other  payees. 

• ACCOUNTS  RECEIVABLE  COEP  is  a 
network-based  integrated  application  for 
managing  payments  and  remittance 
information  customers  and  other  payers. 

• ACTION  CONSULTING  is  a three-step 
consulting  methodology  that  is  designed  to 
identify,  focus  and  act  upon  key  business 
processes  through  effective  integration  of 
electronic  commerce-based  services. 

• ADOBE  ACROBAT  software  allows  users  to 
store  digital  documents  in  a general  file 
format,  which  is  known  as  portable 
document  format  (PDF).  GEIS  offers  a 
range  of  Adobe  Acrobat  software  to  be  used 
in  conjunction  with  Business  Network  and 
Information  Manager  on  UNIX  to  take  full 
advantage  of  Acrobat’s  document 
management  capabilities. 

• ASN  Plus  is  a supply  chain  productivity 
service  that  manages  and  automates  the 
shipping  process  between  suppliers  and 
purchasers. 

• Business  Network  is  an  information 
management  system  that  provides  an 
integrated  presentation  of  software  products 
that  include  E-mail  for  communications  and 
Information  Management  for  bulletin  board 
and  database  management  needs. 

• Business  Network  Administrator  is  an  icon- 
driven  graphical  user  interface  that  enables 
administrators  and  system  operators  to 
manage  and  administer  their  use  of  the 
Business  Network  Mail  and  Information 
Management  (IM)  services,  both  in  the 
MARK  III  and  UNIX  environments. 
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• Business  Network  EDI  offers  a Windows- 
based  workstation  that  provides  access  to 
EDI,  E-mail,  customized  information  boards 
and  news  and  information  services. 

• Business  Network  for  Microsoft  Mail  is  a 
variation  of  Business  Network  that 
substitutes  Microsoft  Mail  for  Windows  for 
the  Business  Network  for  Windows  mail 
capability. 

• BusinessConnect  Service  is  a set  of  products 
that  integrate  disparate  and  remote 
electronic  messaging  systems  within  an 
organization  and  with  strategic  business 
partners. 

• EDI  Application  Integrator  for  UNIX  is  a 
mapper  and  translator  that  allows  different 
application  formats  to  blend  together  to 
produce  compatible  data  formats. 

• EDI*EXPRESS  Service  is  an  electronic  data' 
interchange  (EDI)  mailbox  service  that 
enables  computer-to-computer  exchange  of 
business  documents  between  companies, 
such  as  product  catalogs,  purchase  orders, 
shipping  notices  and  payment  instructions. 

• EDI*TRANSIT  DOS  is  an  EDI  translation 
and  management  product  for  PC-DOS 
platform  systems  and  can  run  as  a stand- 
alone application  or  used  as  a front-end  to 
business  application  running  on  a midrange 
or  mainframe  computer  system. 

• EDISWITCH  is  a UNIX-based  EDI  service 
that  accepts  EDI  data  formatted  to  the 
EDIFACT,  ANSI  X12  and  UNGTDI 
standards,  as  well  as  E-mail  and 
unstructured  data. 

• FREIGHT  PAYMENT  SERVICE  is  a freight 
logistics  solution  to  receive,  audit  and  pay 
transportation  freight  bills  electronically. 


• Global  Document  Access  is  a Lotus  Notes 
interconnection  service  that  allows  Notes 
document  information  to  be  listed  on 
Business  Network  Information  Manager. 

• Information  Manager  on  UNIX  provides  on- 
line access,  storage  and  full  text  search  and 
retrieval  of  mission-critical  information  on 
demand. 

• MARK400  Messaging  Service  is  a 
Telecommunications  Standardization  Sector 
(TSS)  recommendation  designed  to  facilitate 
international  message  and  information 
exchange  between  subscribers  of  computer 
based  store-and-forward  services  and  office 
information  systems  in  association  with 
public  and  private  data  networks. 

• NET*CONNECT  provides  an 
asynchronous/SNA  link  for  micro- 
mainframe communications. 

• QUIK-COMM  Messaging  Service  is  a global 
electronic  messaging  service  with  access  to 
Telex,  Fax,  Internet  mail  and  MARK400 
Messaging  Service,  offering  group 
distribution  lists,  forwarding,  delegation, 
file  exchange  and  other  features. 

• Quiklnfo  Service  is  an  interactive,  menu- 
driven  service  providing  access  to  third- 
party,  industry-specific  news  and  database 
services,  such  as  Dow  Jones  News/Retrieval 
and  DIALOG. 

• QuikNews®  Service  is  an  electronic 
newsletter  and  news  clipping  service. 

• Risk  Exposure  Management  (RXM)  System 
is  a customized  software  package  designed 
to  assist  international  banks  to  manage  and 
control  their  risk  exposures  in  money 
markets,  in  credit  granting  and  other 
operations,  24  hours  a day,  in  trading 
centers  around  the  world. 
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• UFTU  Service  is  a network  based  file 
distribution  and  management  service  that 
retrieves,  stores,  manages  and  distributes 
large  volumes  of  business  data  for 
geographically  dispersed  locations. 

• UPC* EXPRESS  II  Catalog  Service  is  an 
electronic  clearinghouse  for  Universal 
Product  Codes  (UPC)  codes  and  their 
descriptive  product  information. 

Managed  Network  Services  (MNS) 

MNS  is  a specialized  teleprocessing  service 
that  provides  client  organizations  with 
custom-tailored  network  and  session 
management  of  their  international 
information  and  communications  systems.  It 
provides  the  following: 

• GEIS  consultants,  with  expertise  in 
applications,  networking  and  client  support, 
prepare  tailored  proposals  designed  for 
specific  client  requirements 

• Network  and  session  management  using 
MNS  Session  Manager,  a network 
management  teleprocessing  application 

• Support  in  managing  the  global  integration 
of  information  by  coordinating  with  third- 
party  vendors  such  as  Postal  Telephone  and 
Telegraph  (PTT)  authorities  and  by  offering 
the  client  a single  worldwide  contract 

• Worldwide  support  24  hours  a day,  seven 
days  a week,  once  service  is  in  place 

On-line  Consumer  Information  Service 
GEnie™  (GE  Network  for  Information 
Exchange)  is  an  electronic  consumer 
information  service  for  microcomputer  users. 

• GEnie  permits  access  to  a variety  of 
services,  including  news  and  information, 
financial,  travel,  shopping,  computer  games 


and  references,  electronic  mail  and  real-time 
conferences. 

• GEnie  has  over  200,000  individual 
subscribers. 

Other 

Professional  services  provided  by  GEIS 
include  systems  development,  consulting, 
training  and  documentation  services. 

GEIS’  network  provides  clients  with  local  dial- 
up services  in  750  cities  in  35  countries 
worldwide  and  is  available  24  hours  a day. 
Coverage  is  extended  to  an  additional  75 
countries  via  public  data  networks  and 
international  record  carriers. 

The  company  offers  worldwide  client  support 
through  its  staff  of  over  200  trained 
specialists  that  provide  skilled,  local,  in- 
country support.  GEIS  Global  Support 
Services  group  provides  support  in  countries 
where  there  is  no  local  presence. 

Marketing  and  Sales 

GEIS  products  and  services  are  offered 
through  approximately  50  U.S.  offices  and 
offices  in  35  countries,  with  global  support 
and  access  provided  by  distributors,  affiliates, 
or  private  data  networks  in  60  additional 
countries. 

In  1994,  GEIS  increased  its  worldwide 
network  presence. 

• In  October,  Japan  Research  Institute, 
Limited,  a large  information  services 
company  in  Japan  became  a GEIS 
distributor  in  Japan. 

• In  August,  EDI  Malaysia,  a Time 
Engineering  subsidiary  became  a GEIS 
distributor  in  Malaysia. 
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• In  May,  Guangdong  Computers,  an 
information  technology  company,  became  a 
GEIS  user  support  and  sales  channel  for  the 
Guangdong  region. 

• In  April,  Great  Wall  Computer  Group,  a 
large  PC  manufacturer,  providing  software 
development  and  systems  integration  in 
China,  became  GEIS’  sales  channel  in 
Beijing. 

• In  January,  GEIS’  INS  Division  expanded 
its  global  partnerships  with  eight  new 
international  business  partners  (IBPs). 

- These  IBPs  will  run  a local  electronic 
commerce  service  using  GEIS’  EDISwitch 
and  also  distribute  electronic  commerce 
enabling  software  from  the 
Commerce*Express  Services  portfolio. 

- The  new  IBPs — Norway,  Japan, 

Argentina,  Columbia,  Thailand,  Indonesia 
and  Italy — join  Chile,  Malaysia,  India, 
Portugal,  South  Africa,  Russia,  Northern 
Ireland  and  Eirtrade. 

Clients 

Some  of  GEIS’  major  clients  include — Dayton 
Hudson  Corporation,  Reebok,  Nike,  Cobra, 
PSA  Peugeot  Citroen,  Danskin  Inc., 

Associated  Credit  Bureaus  (ACB),  Coles  Myer 
Ltd.,  Colgate-Palmolive,  Hyundai,  World 
Trade  Centers  Association  (WTCA),  Microsoft, 
Motorola,  Toys  R Us,  JCPenney,  Woolworths 
Ltd.  and  Benetton. 

Alliances 

Alliances  formed  by  GEIS  during  the  past  two 
years  include: 

• In  January  1995,  GEIS  announced  that  the 
company  was  working  with  Distributed 
Systems  Solutions  International,  Inc.  (DSSI) 
to  develop  Global  Document  Access,  a 


gateway  between  GEIS’  Business  Network 
service  and  Lotus  Notes. 

• In  November  1994,  GEIS  teamed  up  with 
ARINC — a communications  and  information 
services  provider  to  the  air  transportation 
industry — to  provide  an  interconnection 
between  their  network  services.  The 
ARINC/GEIS  network  interconnection 
provides  the  worldwide  freight-forwarding 
community  and  other  airline  support 
companies  direct  communications  access  to 
more  than  120  airlines  connected  to 
ARINC’s  data  network  services. 

• In  November  1994,  GEIS,  along  with  four 
other  GE  businesses,  joined  CommerceNet, 
a consortium  of  technology  companies  that 
are  involved  in  developing  ways  to  conduct 
electronic  commerce  over  the  Internet. 

GEIS  will  use  CommerceNet  to  market  its 
products  and  services  over  the  Internet. 

• In  October  1994,  INS  Division  formed  major 
partnerships  with  Multisoft  and  Pegasus 
who  market  packaged  accounting  systems, 
to  provide  an  easier  route  for  small  and 
medium-sized  businesses  to  adopt  electronic 
commerce. 

• In  August  1994,  GEIS  announced  that  the 
company  would  jointly  develop  the  HTFN 
TrackNet  system  with  Hi-Tech  Forwarder 
Network,  Inc.  (HTFN),  a global  business 
coalition  of  regional  transportation  and 
logistics  companies.  The  system  is  a 
centralized  order  and  shipment  tracking 
database  that  will  provide  a multimodal 
view  of  the  movement  and  cost  of  worldwide 
inventories. 

• In  May  1994,  Ameritech  Corporation,  a 
leading  telecommunications  company, 
invested  $472  million  in  GEIS,  in  the  form 
of  a four-year  convertible  note.  When  the 
U.S.  law  permits,  this  investment  will 
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convert  to  a 30%  equity  position  in  GEIS, 
creating  a new  unit  that  will  create  and 
market  electronic  commerce  and 
communications  products. 

Competition 

GEIS’  major  competitors  include — AT&T  Istel, 
Advantis,  Infonet,  MCI,  Sprint  and  Reuters. 

In  the  EDI  and  electronic  mail  area,  GEIS 
also  competes  with  Sterling  Software 
(Ordernet),  MCI  and  AT&T  EasyLink. 

INPUT  Assessment 

GEIS  is  in  a unique  market  position  as  an 
Electronic  Commerce  provider,  after  almost 
ten  years  of  being  considered  as  a Value 
Added  Network  (VAN)  Provider. 


GEIS  is  one  of  today’s  most  comprehensive 
electronic  commerce  business  solution 
providers.  In  addition  to  EDI  software  and 
network  services,  GEIS  offers  electronic  mail, 
commercial  databases,  processing  services, 
systems  integration  services  and  enhanced 
facsimile  services  that  are  combined  in 
various  ways  to  provide  complete  business 
communication  solutions  to  companies. 


GEIS’  major  strength  is  its  suite  of 
applications.  It  has  made  its  position  more 
secure  by  allying  with  Ameritech — a safe 
position  to  be  in  as  the  VAN  market  seems  to 
slip  away  and  the  excitement  surrounding 
EDI  creates  an  unsettling  market  for 
traditional  EDI  players. 


Parent  Company: 


General  Electric  Company  (GE) 
3135  Easton  Turnpike 
Fairfield,  CT  06431 
Phone:  (203)  373-2211 
Revenue:  $60,109,000,000  (12/94) 
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General  Magic,  Inc. 


Chairman  & CEO:  Marc  Porat 

President  & COO:  Robert  Kelsch 

420  North  Mary  Avenue 
Sunnyvale,  CA  94086 
Phone:  (408)  774-4000 

Fax:  (408)774-4010 

Internet:  http://www.genmagic.com 


General  Magic 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
199  (7/96) 
$14,165,000 
12/31/95 


Key  Points 

• General  Magic,  Inc.  was  founded  to  develop 
intelligent  mobile  computing  devices  and 
personal  communication  networks  for  the 
consumer  market. 


• With  the  rapid  evolution  of  the  Internet, 
General  Magic  changed  the  venue  of  its 
focus  and,  in  June  1996,  presented  a newly 
Internet-focused  strategy  to  produce 
engaging,  active  Internet  software, 
accompanied  by  a series  of  announcements 
including  the  following: 


- Organizational  restructuring  designed  to 
bring  the  company’s  technologies  to  the 
Web  and  corporate  intranets 

- A repositioning  of  its  product  line  for  the 
Internet  and  introduction  of  its  Tabriz 
AgentWare  and  SoftModem  software 

- The  company  acquired  Conterra  Software, 
a Microsoft  NT  Internet/intranet 
application  company,  a first  step  in 
General  Magic’s  commitment  to  provide 
an  agent-based  Internet  solution  for 
Windows  developers. 

• In  May  1996,  General  Magic  unveiled  its 
new  PrestoIMail  and  Presto! Links  software 
products  that  allow  mobile  access  to  the 
World  Wide  Web,  the  Internet,  multimedia 
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E-mail,  and  corporate  intranet  connectivity 
using  portable  hand-held  computers  based 
on  its  Magic  Cap  interface  software. 

• Tony  Rutkowski,  cofounder  of  the  Internet 
Society,  joined  General  Magic  in  January 
1996  as  VP  of  Internet  Business 
Development  to  help  the  company  refine  its 
Internet  and  Web  efforts. 

• In  December  1995,  General  Magic  unveiled 
the  prerelease  version  of  Magic  Cap  for 
Windows,  the  company’s  first  software 
application  for  the  personal  computer 
market. 

• In  October  1995,  the  company  began  its 
Internet  transition  by  offering  the  code  for 
its  Telescript  development  platform  free  of 
charge  via  the  World  Wide  Web; 
additionally,  current  President  Robert 
Kelsch  was  hired  as  COO  and  EVP. 

Company  Description 

Evolving  from  a 1989  Apple  Computer 
internal  project,  General  Magic  Inc.  was 
incorporated  in  1990  to  develop  the 
technologies  and  business  relationships 
necessary  to  bring  personal  intelligent 
communications  to  the  consumer  market. 


Organization  and  Structure 

General  Magic  is  headquartered  in  Sunnyvale 
(CA)  and  also  operates  a wholly  owned  French 
subsidiary. 

To  fully  address  the  needs  of  its  target 
customers,  General  Magic  has  created  two 
separate  divisions — Communication  Products 
Division  and  the  Active  Internet  Products 
Division — each  with  its  own  charter,  product 
line,  and  business  partners. 

Key  executives  of  the  company  are  listed 
below. 


General  Magic 
Key  Executives 


Name 

Title 

Marc  Porat 

Chairman  & CEO 

Robert  Kelsch 

President  & COO 

Lucia  Hicks-Williams 

VP  & GM  Active  Internet 
Products  Division 

Steve  Schramm 

VP  & GM  Communication 
Products  Division 

Tony  Rutkowski 

VP  Internet  Business 
Development 

Andrew  Hertzfeld 

VP  Magic  Cap  Technologies 

Wendy  Olszewski 

Acting  CFO,  Controller 

The  company’s  refocused  mission  is  to  create 
and  develop  active,  engaging  Internet 
software. 

General  Magic  now  sees  itself  in  the  business 
of  making  networks  more  powerful  and  easier 
to  use,  which  enables  individuals  and 
businesses  to  communicate  and  work  more 
efficiently. 

Built  on  the  foundations  of  General  Magic’s 
Magic  Cap  and  Telescript  technologies,  the 
company’s  newly  released  Presto!  and  Tabriz 
software  are  the  company’s  first  Internet- 
focused  products. 


Company  Strategy 

In  June  1996,  General  Magic  unveiled  its 
strategy  and  product  plans  for  the  Internet, 
corporate  intranets,  and  the  Web. 

The  new  strategy  builds  on  General  Magic’s 
original  vision  of  making  networks  powerful 
yet  easy  to  use,  and  its  components  are 
targeted  at  the  new  markets  and 
opportunities  presented  by  the  explosive 
growth  of  the  Internet  and  intranets. 
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General  Magic’s  new  strategy  involves  several 

distinct  aspects: 

• The  unbundling  of  Magic  Cap  and  Telescript 
products,  thus  allowing  the  company  to 
build  independent  brand  identity  for  each 
product  line  and  pursue  specific  segments  of 
the  Internet  market  with  targeted  product 
offerings 

• The  restructuring  of  the  company  into  two 
distinct  divisions: 

- The  Communication  Products  Division, 
which  includes  Magic  Cap,  related 
technologies,  and  the  new  SoftModem 

- The  Active  Internet  Products  Division, 
responsible  for  Telescript  and  developing 
related  products  like  Tabriz 

• General  Magic  is  ending  its  sole  reliance  on 
up-front  licensing  fees  and  annuity  streams 
from  exclusive  partners.  Its  channel 


strategy  now  includes  OEMs,  value-added 
resellers  (VARs),  systems  integrators,  and 
independent  software  vendors. 

• The  company  is  embracing  Internet  and 
Web  standards  and  intends  to  integrate  Web 
and  Internet  functionality  across  its  product 
lines. 

Financials 

General  Magic’s  1995  revenue  was 
approximately  $14.2  million,  a 468%  increase 
over  1994  revenue  of  $2.5  million.  Net  losses 
were  $20.9  million  in  1995,  compared  to  net 
losses  of  $21.5  million  loss  of  1994. 

To  date,  General  Magic  has  devoted  virtually 
all  of  its  resources  to  research  and 
development  activities,  establishing  and 
leveraging  its  strategic  alliance  relationships, 
and  marketing  and  promoting  its 
technologies. 

A three-year  financial  summary  follows: 


General  Magic,  Inc. 
Three-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

Revenue 

$14.2 

2.5 

N/A 

• Percent  change  from 
previous  year 

* 

N/A 

N/A 

Income  (loss)  before  taxes 

$(19.4) 

$(21.0) 

$(17.0) 

• Percent  change  from 
previous  year 

8% 

(23%) 

N/A 

Net  income  (loss) 

$(20.6) 

$(21.5) 

(17.4) 

• Percent  change  from 
previous  year 

4% 

(23%) 

N/A 

Earnings  (loss)  per  share 

($0.84) 

($1.36) 

($1.11) 

• Percent  change  from 
previous  year 

38% 

(23%) 

N/A 

* Percent  change  exceeds  1,000%. 
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Revenue  growth  in  1995  was  attributed  to  the 
following: 

• One-time  license  fees  for  Magic  Cap  and 
Telescript  technologies  to  new  customers  in 
Japan  and  Europe  was  $9.9  million  in  1995 
compared  to  license  revenue  from  one  major 
OEM  customer  of  $2.5  million  in  1994. 

• Also  in  1995,  General  Magic  generated  $4.3 
million  in  revenue  from  customer-specific 
engineering  projects,  maintenance  and 
support  services. 

• To  date,  General  Magic  has  generated 
minimal  royalty  revenue  from  Magic  Cap- 
based  device  shipments  and  fees  from 
AT&T’s  PersonaLink  Services. 

Net  losses  were  due  to  the  following: 

• Selling,  general,  and  administrative 
expenses  increased  74%  in  1995  to  $18.1 
million.  This  increase  was  primarily  due  to 
expanding  the  company’s  domestic  and 
international  sales  efforts  and  providing 
more  customer  engineering,  licensee 
support,  and  marketing  programs. 

• Research  and  development  costs  were  $19.3 
million  in  1995,  a 44%  increase  over  $13.4 
million  in  1994. 

Revenue  Analysis  by  Product  / Service 

Approximately  70%  of  General  Magic’s  1995 
revenue  ($9.9  million)  was  derived  from 
software  licensing  and  the  remaining  30% 
($4.3  million)  from  engineering  projects, 
maintenance,  and  support  services. 

The  company  has  generated  a majority  of  its 
revenues  from  licensing  its  software  platform, 
Magic  Cap,  to  multinational  consumer 
electronics  and  computer  companies  and  its 
Telescript  communication  technology  to  large 
network  operators. 


Interim  Results 

For  the  three  months  ending  March  31,  1996, 
revenue  was  $2.8  million,  a 33%  decrease 
from  $4.2  million  for  the  same  period  in  1995. 
Net  losses  were  $7.1  million,  compared  to  a 
$3.6  million  loss  for  the  same  period  a year 
ago.  Results  were  impacted  by  the  company’s 
recent  shift  in  its  product  offerings  to  the 
Internet. 

Market  Financials 

Business  professionals,  developers,  device 
manufacturers,  service  providers,  and 
corporate  enterprises  all  represent  target 
markets  for  General  Magic  products  and 
services. 

Target  markets  for  Magic  Cap-based  products 
include  intranet  businesses  that  require  low- 
cost,  easy-to-use,  integrated  mobile  solutions, 
heavy  Internet  users;  and  business  and  mobile 
professionals  in  a variety  of  vertical  markets, 
from  real  estate  and  health  care  to  travel  and 
entertainment. 

Target  markets  for  Tabriz-based  products 
include  all  companies  that  use  the  Internet  to 
deliver  information,  products,  and  services — 
internally  or  externally. 

Geographic  Markets 

Approximately  2%  of  General  Magic’s  1995 
revenue  came  from  the  U.S.  and  98%  from 
international  markets. 
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Employees 

As  of  December  31,  1995,  General  Magic  had 
208  full-time  employees,  segmented  as 
follows: 


Engineering  and  marketing 144 

Sales  and  customer  engineering 40 

Administrative  and  finance 24 


208 

The  company  currently  has  199  employees. 

Key  Products  and  Services 

Communication  Products  Division 
The  Communication  Products  Division 
licenses  Magic  Cap  communication  software, 
applications  and  derivative  technologies, 
including  Magic  Cap  for  Windows, 

Presto! Links  and  PrestolMail  for  Magic  Cap 
hand-held  personal  communicators,  and 
SoftModem  fax  software. 

• Magic  Cap  Software  Platform 

- Magic  Cap  software  is  designed  to  help 
people  keep  in  touch  by  integrating 
electronic  mail,  telephone,  paging, 
infrared  beaming,  and  other  methods  of 
communicating. 

- Built  into  personal  communicators  and 
soon  to  be  available  as  a Windows 
software  application,  Magic  Cap  allows 
developers  to  build  software  and  services 
that  are  centered  on  communications  and 
easy  for  users  to  personalize. 

• Magic  Cap  for  Windows,  set  for  commercial 
release  in  late  1996,  is  an  integrated  E-mail, 
fax,  and  personal  organizer  that  is  designed 
to  enhance  communications  for  small 
office/home  users. 

- It  includes  functionality  found  in  the 
Magic  Cap  platform  for  personal 
communicators,  with  added  features  that 


make  it  an  integrated  communications 
center  for  Windows  users. 

- Additionally,  General  Magic  announced 
that  Magic  Cap  for  Windows  will  include 
full  Internet  access  via  bundling  with 
Microsoft  Internet  Explorer,  access  to 
America  Online,  and  direct  support  for 
popular  on-line  services  and  Internet 
service  providers. 

• Presto’.Links  and  PrestolMail  provide  users 
with  mobile  access  to  the  Web,  Internet  E- 
mail,  and  corporate  intranet  connectivity  via 
portable  Magic  Cap  communicators. 

- Presto!Links  1.0  is  a full-featured  Web 
browser  that  runs  on  Magic  Cap 
communicators  and  enables  a user  with  a 
standard  point-to-point  protocol  (PPP)- 
based  Internet  Service  Provider  account  to 
navigate  the  Web,  follow  hypertext  links, 
and  access  graphics  and  HTML  forms. 

- PrestolMail  1.5  is  an  Internet  standards- 
based  E-mail  access  client  that  provides 
users  of  Magic  Cap  communicators  with 
direct  access  to  Internet  Service  Provider 
electronic  mailboxes,  allowing  users  to 
send  and  receive  E-mail,  manage  the 
contents  of  their  mailbox,  and  send 
multimedia  messages  to  other  Magic  Cap 
communicators. 

- Presto'.Links  1.0  and  PrestolMail  are 
available  for  $49.95,  and  customers 
receive  30  days  of  free  support  through 
General  Magic’s  support  hne  or  electronic 
mail. 

• SoftModem  is  software  capable  of 
performing  a full  suite  of  data  and  fax 
modem  functions  on  general-purpose 
microprocessors,  independent  of  operating 
system. 
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- Unlike  existing  modems,  which  require  a 
dedicated  digital  signal  processor  (DSP), 
SoftModem  can  share  a single  CPU  with 
client  applications. 

- SoftModem  gives  consumer  electronics  and 
computer  manufacturers  the  ability  to 
reduce  the  cost  and  complexity  of  products 
by  allowing  them  to  include  modem 
functionality  without  the  expense  of 
separate  DSP  chips. 

Active  Internet  Products  Division 

The  Active  Internet  Products  Division  licenses 
Tabriz  agent  products,  including  Tabriz 
AgentWare  and  Tabriz  Agent  Tools,  which  are 
powered  by  General  Magic’s  Telescript 
programming  language. 

Telescript  Agent  Technology  is  an  object- 
oriented  programming  language  that 
facilitates  the  creation  of  active,  agent-based 
network  operations. 

Tabriz  AgentWare  and  Tabriz  AgentTools 
contain  all  the  components  necessary  for 
deploying  agent-based  applications  on  the 
Internet  and  intranets,  including  Web 
management  tools. 

• Tabriz  AgentWare  and  Tabriz  AgentTools 
enable  the  creation  and  deployment  of 
software  “agents”  that  can  continually 
process  and  update  a user’s  requests,  even 
when  the  user  is  no  longer  connected, 
providing  users  with  the  flexibility  to  log  in 
and  out  of  the  network  while  their  agent 
continues  to  work  on  their  behalf. 

• Agents  travel  between  Tabriz-enabled  Web 
sites — interacting  with  other  agents, 
gathering  information,  monitoring  changes 
to  information,  performing  tasks,  and 
automating  transactions. 


• Agents  can  also  retrieve  information  from 
non-Tabriz-enabled  sites. 

• Tabriz  contains  authentication,  access 
control,  privacy,  and  resource  allocations, 
which  ensure  that  each  agent  goes  only 
where  it’s  supposed  to  and  does  only  what 
it’s  supposed  to  do. 

• Additionally,  Tabriz  interacts  with  Sun 
Microsystems’  Java  programming  language, 
can  be  accessed  by  any  standard  Web 
browser  (e.g.,  Netscape  Navigator),  and 
supports  standard  HTTP  servers. 

• Carrying  a suggested  price  of  $4,995,  Tabriz 
AgentWare  is  currently  free  for  the  first  90 
days  after  shipment  and  Tabriz  Agent  Tools 
continue  to  be  available  for  free. 

Clients 

General  Magic  licenses  its  open  technologies 
to  strategic  business  partners  who  in  turn 
create  products  that  implement  the 
technology. 

The  company’s  recently  expanded  distribution 
channels  include  hardware  manufacturers, 
public  telecommunications  operators,  software 
OEMs,  service  providers,  value-added 
resellers,  systems  integrators,  and  developers. 

Among  the  companies  that  have  transformed 
General  Magic  technology  into  hardware 
products  and  customer  services  are  Sony, 
Motorola,  AT&T,  NTT  Fan,  Fujitsu, 
Metrowerks,  Farcast,  Fastline,  and 
Kinetoscope. 

Marketing  and  Sales 

General  Magic’s  marketing  activities  consist 
primarily  of  applications,  developer  support 
services,  and  marketing  communications. 

The  developer  support  services  are  intended 
to  attract  and  support  a community  of 
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independent  applications  developers, 
electronic  publishers,  and  merchants  whose 
applications  build  on  and  enhance  the  Magic 
Cap  and  Telescript  platforms. 

Marketing  communication  activities  are 
intended  to  establish  the  corporate  identity  of 
General  Magic  and  its  Magic  Cap  and 
Telescript  brands  and  educate  the  buying 
public  as  well  as  third-party  developers  and 
service  providers  about  General  Magic’s 
technologies  and  products. 

Alliances 

General  Magic  has  formed  a strategic  alliance 
with  leading  computer  and  consumer 
electronics  manufacturers  and  large 
telecommunications  network  operators  to 
leverage  the  company’s  limited  resources  by 
capitalizing  on  the  manufacturing,  marketing, 
distribution,  and  network  service  capabilities 
of  certain  of  these  alliance  members. 

Under  the  General  Magic  Alliance  model,  each 
strategic  business  partner  makes  equity 
investment  in  the  company  as  well  as  a 
licensing  agreement  for  one  or  more  of  its  core 
technologies. 

In  addition  to  funding  the  ongoing  technology 
development  and  operations  of  the  company, 
such  equity  investment  ensures  that  each 
contributing  company  maintains  a stake  in 
the  company’s  success  and  a say  in  its 
strategies  and  tactics. 

Certain  ahiance  members  are  in  various 
stages  of  developing  products  or  services 
based  on  General  Magic’s  technologies,  but 
many  may  not  ultimately  enter  into 
technology  license  agreements  with  General 
Magic. 


The  members  of  the  strategic  alliance  are: 

• AT&T 

• Cable  & Wireless 

• France  Telecom 

• Fujitsu 

• Nippon  Telegraph  and  Telephone 

• PTT  Telecom 

• Apple  Computer 

• Matsushita 

• Mitsubishi 

• Motorola 

• Nortel  (formerly  Northern  Telecom) 

• Oki  Electric 

• Philips  Electronics 

• Sanyo 

• Sony 

• Toshiba 

Competition 

Magic  Cap-based  devices  compete  with 
existing  personal  organizers  (Apple 
Computer’s  Newton)  and  notebook  and 
subnotebook  computing  devices. 

Telescript-based  networks  will  compete  with 
other  companies  developing  agent-based 
functionality,  such  as  Motorola,  Inc.  and 
XcelleNet,  Inc. 

INPUT  Assessment 

General  Magic’s  strengths  include: 

• Complete  company  and  product  focus  on  the 
promotion  and  development  of  Internet 
products 

• Company  experience  in  emerging  personal 
communication  and  agent-based  product 
markets 
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• Strong  financial  and  development  backing 
from  strategic  alliance  members  and  broad 
cross-industry  support 

Challenges  in  future  years  include: 

• Stabilization  of  management  and  company 
focus 

• Attaining  profitability 

• Rapid  and  continued  new  product 
development 


• Staying  ahead  of  an  ever-changing  industry 
through  foresight  and  innovation 

• Sustaining  the  financial  and  developmental 
support  of  strategic  alliance  members 

• Attracting  greater  developer  interest  in 
company  technologies 

• Competition  from  major  industry  players  in 
both  Magic  Cap  and  agent-based 
technologies 
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President:  Lawrence  J.  Munini 

Five  Branch  Street 
Methuen,  MA  01844 
Phone:  (508)  685-5400 

Fax:  (508)  683-7665 


Status:  Private 

Employees:  150  (11/94) 

Revenue:  $ 18,000,000 

Fiscal  Year  End:  6/30/94 


Key  Points 

• GENES YS  Software  Systems  (GENES YS) 
offers  a client/server  solution  for  human 
resource  management  software  and  services. 
Client/server  is  a pivotal  technology  for  an 
enduring  market  presence  for  systems  and 
software  vendors. 

• GENES  YS  has  positioned  its  product  offering, 
software  architecture,  applications  and 
technology  to  support  the  process  of  re- 
engineering— the  fundamental  rethinking  and 
redesigning  of  existing  business  processes  to 


improve  work  force  productivity  and  quality 
and  to  allow  the  reduction  of  costs. 

• INPUT  has  projected  a 12%  CAGR  for  human 
resources  applications  software  solutions 
through  1996  with  an  8%  CAGR  for  processing 
services.  GENES  YS  has  positioned  itself  to 
take  advantage  of  the  two  highest  growth 
delivery  modes  for  human  resources  solutions. 

Company  Description 

GENESYS,  founded  in  1981,  provides 
enterprise-wide  human  resource  (HR),  benefits 
and  payroll  sytems,  professional  services  and 
outsourcing  (processing)  services  to  clients 
across  industry  sectors.  The  company  offers 
client/server  and  mainframe  solutions  to  address 
organizations’  business  and  HR  requirements. 
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Company  Strategy 

Since  1981,  GENESYS’  corporate  strategy  has 
been  to  provide  technologically  advanced  HRMS 
solutions  that  match  the  human  resource  business 
needs  of  organizations,  regardless  of  the 
hardware  platform,  database  architecture  or 
operating  system  a client  prefers  to  operate. 


GENESYS  is  committed  to  expanding  its 
client/server  market  share  by  leveraging  its 
expertise  in  enterprise- wide  HRMS. 

Financials 

GENESYS’  fiscal  1994  revenue  is  estimated  at 
$18  million,  a 20%  increase  over  estimated  fiscal 
1993  revenue  of  $15  million.  The  company  has 
operated  profitably  since  1981. 

A five-year  revenue  summary  follows: 


GENESYS  Software  Systems,  Inc. 
Five-Year  Revenue  Summary 
($  Millions 


Fiscal  Year 

Item 

6/94 

6/93 

6/92 

6/91 

6/90 

Revenue 

$18.0 

$15.0 

$13.7 

$13.1 

S12.5 

• Percent  change  from 
previous  year 

20% 

9% 

5% 

5% 

7% 

Revenue  Analysis  by  Product/Sen’ice 

GENESYS’  fiscal  1994  revenue  was  derived 
approximately  as  follows: 


Applications  software 80% 

Professional  services 1 5% 

Outsourcing 5% 


100% 

Market  Financials 

GENESYS  derives  its  revenue  from  across 
industry  sectors. 

Geographic  Markets 

Approximately  90%  of  GENESYS’  fiscal  1994 
revenue  was  derived  from  the  U.S.  and  10% 
from  Canada. 


In  addition  to  its  headquarters  in  Methuen 
(MA),  GENESYS  has  regional  offices  in  Irvine 
(CA),  Dallas  (TX),  New  York  City  (NY), 
Raleigh  (NC),  Jacksonville  (FL),  Voorhees 
(NJ)  and  Baltimore  (MD). 

Employees 

As  of  November  1994,  GENESYS  had 
approximately  150  employees,  segmented  as 
follows: 


Marketing/sales 25 

Software  services/customer  support....  95 
General  and  administrative 30 


150 
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Key  Products  and  Services 

Client/Sen’er  Solutions 

GENES  YS  offers  a full  range  of  client/server 
solutions  for  human  resources.  These 
solutions  will  run  on  multiple  hardware 
platforms  and  software  environments. 

GENESYS  Products 

The  GENESYS  Payroll  System  features  on- 
line check  production;  on-line  calculations; 
self-mailer  check  formats;  direct  deposit;  labor 
distribution;  and  federal,  state,  and  local  taxes. 
The  system  also  features  net-to-gross  check 
processing;  retroactive  payments;  deduction 
arrears  and  recovery;  table-driven  calculation; 
automatic  check  reconciliation; 
multicompany/multilocation  processing;  and 
date  sensitivity.  Canadian  federal  and 
provincial  taxes  are  also  supported. 

The  GENESYS  Human  Resource  System  is  a 
flexible,  available  system  used  to  track  and 
report  human  resource  information.  System 
components  include  applicant  tracking, 
staffing,  wage  and  salary  analysis,  training  and 
development,  turnover  analysis,  absenteeism 
tracking,  benefits  administration,  government 
compliance,  and  union  regulations. 

The  GENESYS  Human  Resource  Planning 
System  is  designed  to  help  organizations 
manage  the  integration  of  human  resource 
planning  with  strategic  business  planning. 
System  features  include  budgeting  with  actual 
versus  budgeted  costs,  succession  planning, 
career  management,  performance  tracking, 
requisition  control,  analysis  of  position  history 
and  prior  incumbents,  and  reconstruction  of 
previous  reporting  relationships. 


The  GENESYS  Defined  Contribution  System 
is  a comprehensive  and  flexible  system  for  the 
administration  of  capital  accumulation  plans. 
This  system  supports  recordkeeping, 
calculations,  and  reporting  for  various  tax 
qualifications  such  as  401(k)  and  403(b),  profit 
sharing,  money  purchase,  savings,  and  other 
investment  plans.  System  features  include 
daily  balances,  eligibility  and  enrollment, 
election,  multiple  money  sources,  multiple 
investment  fund  choices,  multiple  vesting 
schedules,  compliance  testing,  loan  provisions 
and  automatic  repayment,  non-discrimination 
testing,  and  dollar  or  unit/share  accounting. 

The  GENESYS  Defined  Benefits  System  is  a 
pension  plan  administration  system.  The 
system  supports  recordkeeping;  calculations; 
participant  reports;  spousal,  dependent  and 
beneficiary  data;  historical  data;  pre-retirement 
counseling;  benefits  statements;  and  benefits 
payments  and  taxation.  The  system  also 
supports  multiplan  modeling  and  "what  if' 
analysis. 

The  GENESYS  Flexible  Benefits  System  is  a 
comprehensive  system  for  the  administration  of 
flexible  benefits  programs.  The  system  offers 
eligibility  and  enrollment,  processing, 
confirmation  statements,  management  of 
medical  plans,  dental  plans,  vision  plans,  and 
default  benefits,  employee/employer 
contributions,  spending  accounts,  FSA 
payments,  dependent  care  and  medical 
expenses,  COBRA  administration,  death 
benefits  life  insurance,  AD&D  and  dependent, 
life  and  long-term  disability  benefits 
management. 

The  GENESYS  Benefit  Payment  System 
includes  complete  tax  support,  including: 
federal,  state,  local  and  NRA  taxes;  a 
comprehensive  client  access  menu;  extensive 
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processing  for  periodic  and  non-periodic 
payments;  an  unlimited  number  of  sources  and 
deductions  per  account;  direct  deposit 
capabilities;  detailed  audit  trails;  third-party 
disbursement  processing;  on-line  payment 
history;  and  check  reversal. 

The  GENESYS  Healthcare  HRMS 
accommodates  the  legislative  and  reporting 
requirements  of  the  health  care  industry.  This 
integrated  HR  and  payroll  system  handles 
complex  changes  in  business  rules  and 
government  requirements  without 
programming  and  performs  information 
modeling  for  downsizing,  mergers  or  re- 
engineering. It  also  automates  recordkeeping 
and  coordinates  budget  management  and 
position  and  staffing  control. 

GENESYS  Support  Sendees 

GENESYS  offers  a range  of  support  services, 
including  system  implementation;  technical  and 
application  training  and  support;  interactive 
training  courses;  and  on-line  and  hotline 
support. 

GENESYS  Professional  Services  offer 
customers  a staff  of  systems  experts, 
management  consultants  and  project  managers 
who  assist  with  system  requirements  and 
analysis  of  work  procedures  or  assume 
complete  responsibility  for  the  entire 
implementation  and  re-engineering  process. 

In  addition  to  system  and  application  training 
and  support,  GENESYS  keeps  customers 
informed  of  legislative  changes  and  compliance 
requirements. 

GENESYS  Payroll/Human  Resource 
Outsourcing  Sennces 


GENESYS  provides  flexible,  integrated 
service  bureau  processing,  from  integrated  HR 
and  payroll  processing  to  simple  paycheck 
production.  Services  are  available  for  both 
short-term  and  long-term  projects. 

Clients 

GENESYS  currently  has  more  than  600 
customers  in  the  U.S.  and  Canada. 

GENESYS  customers  include  ARMCO  Steel, 
Bay  Area  Rapid  Transit,  Blue  Cross/Blue 
Shield,  Budget  Rent-a-Car,  Chase  Manhattan 
Bank,  Chemical  Banking  Corp.,  Coors 
Brewing  Company,  Coming  Incorporated, 
Cumberland  Farms,  Fleet/Norstar  Services 
Corp.,  Land’s  End,  Royal  Bank  of  Canada, 
Neiman-Marcus  Group,  Time  Warner  Inc.  and 
U-Haul. 

More  than  300  hospitals  and  health  care 
organizations  are  using  GENESYS  HRMS, 
including  Children’s  Hospital  and  Medical 
Center,  Hospital  Corporation  of  America, 
Howard  University  Hospital,  Massachusetts 
General  Hospital,  Medical  Center  of  Delaware, 
New  England  Medical  Center  Hospitals  and 
Saint  Vincent  Hospital. 

Marketing  and  Sales 

GENESYS  markets  its  products  and  services 
through  a direct  sales  force  in  regional  offices 
in  the  U.S.  and  Canada. 

Alliances 

GENESYS  has  alliances  with  Bottomline 
Technologies,  Inc.  and  Sybase,  Inc. 

Competitors 

Major  competitors  include  Oracle,  D&B 
Software,  SAP,  Cyborg,  Integral  Systems  and 
PeopleSoft. 
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The  Genix  Group 


President  & CEO:  Rudolfo  D.  Cifolelli 
5225  Auto  Club  Drive 
Dearborn,  Ml  48126-2607 
Phone:  (313)337-4800 

(800)  521-0444 
Fax:  (313)  337-4897 

Internet:  Http://www.genix.com 

E-mail:  info@genix.com 


The 

Genix 

Group 


Status:  Wholly  Owned  Subsidiary 

Parent:  MCN  Corporation 

Employees:  450 

Revenue:  $105,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• The  Genix  Group’s  strategy  is  to  achieve 
total  customer  satisfaction  through 
cooperative  long-term  relationships  in 
which  Genix  provides  information 
technology  services  that  support  a 
customer’s  business  requirements. 

• In  April  1996,  Genix’s  parent,  MCN 
Corporation,  announced  that  it  is 


evaluating  the  potential  sale  of  Genix. 
MCN  intends  to  pursue  its  focused 
strategy  of  investing  in  energy-related 
projects  and  is  evaluating  the  strategic  fit 
of  its  investment  in  the  computer  services 
business.  For  MCN,  a possible  sale  of 
Genix  will  unlock  its  full  value,  thereby 
enhancing  shareholder  value. 

• During  1995,  Genix  added  10  companies  to 
its  client  base  of  more  than  100,  which 
includes  13  Fortune  500  industrial 
corporations. 

• During  the  first  quarter  of  1996,  Genix 
implemented  the  first  phase  of  a major 
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mainframe  technology  upgrade. 
Computers  based  on  IBM’s  new  CMOS 
technology  and  RAID  storage  technology 
were  installed  in  Genix  data  centers. 

• During  1995,  Genix  took  significant  steps 
to  bring  more  value  through  business 
alliances  with  leading  information 
technology  product  and  service  suppliers, 
including  Computer  Associates,  Hewlett- 
Packard  and  Comdisco. 

• Genix  installed  a Web  site  during  the 
fourth  quarter  of  1995.  The  site  is  best 
viewed  using  Netscape  Navigator  version 
1.1  or  higher. 

Company  Description 

The  Genix  Group’s  primary  service  offerings 
include  computer  operations, 
telecommunications  network  design  and 
management,  desktop  services,  applications 
management,  business  process  solutions, 
and  computer-generated  electronic  printing, 
mailing,  telemarketing  and  fulfillment 
services. 

Genix  is  owned  by  MCN  Corporation,  a 
$1.58  billion  Detroit-based  corporation  listed 
on  the  New  York  Stock  Exchange  (under 
MCN). 

Company  History 

The  Genix  Group  was  formed  by  the 
consolidation  of  the  computer  operations 
business  of  Genix  Corporation  and  the 
computer  operations,  electronic  printing, 
fulfillment  and  telecommunications  services 
of  MCN  Computer  Services,  Inc. 

• MCN  Computer  Services  was  initially 
formed  in  1983  to  provide  computer 
operations  services  to  MichCon,  an  MCN 
subsidiary  and  natural  gas  distribution 
company,  and  to  pursue  nonaffiliated 


customers.  It  became  a separate 
subsidiary  in  1989. 

• Genix  Corporation,  based  in  Pittsburgh 
(PA),  was  formed  in  1984  when  National 
Intergroup  consolidated  its  internal  data 
processing  operations  into  a separate 
subsidiary  providing  remote  processing 
services  to  medium-to-large  corporations 
and  National  Intergroup  affiliates. 

• In  June  1990,  MCN  Corporation,  which 
owned  MCN  Computer  Services,  Inc., 
agreed  to  buy  Genix  Corporation,  thus 
enhancing  MCN’s  outsourcing  strength 
and  market  position. 

Organization  and  Structure 

Genix  customers  are  served  by  four 
operations  groups — in  Michigan, 
Pennsylvania,  North  Carolina  and  the 
United  Kingdom — and  by  technology 
support  groups  for  telecommunications, 
software  and  technical  support,  desktop 
services,  and  applications  management 
services. 

The  general  managers  of  the  Michigan, 
Pennsylvania,  North  Carolina,  and  United 
Kingdom  operations  carry  total 
responsibility  for  customer  satisfaction  and 
have  full  profit  and  loss  responsibility  for 
their  facilities.  They  rely  on  the  support 
groups  to  provide  specific  design  and 
implementation  services.  The  general 
managers  operate  their  respective  facilities 
and  manage  customer  relationships. 

In  addition  to  its  70,000-square-foot 
headquarters  in  Dearborn  (MI),  Genix  has  a 

68.000- square-foot  mailing,  fulfillment  and 
telemarketing  facility  in  Southgate  (MI),  a 

97.000- square-foot  computing  facility  in 
Pittsburgh  (PA),  a 10,000-square-foot 
printing  and  vault  storage  facility  in  Moon 
Township  (PA),  a 34,000-square-foot 
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computing  facility  in  Charlotte  (NC),  and  a 
6,000-square-foot  computing  facility  in 
London  (U.K.). 

Company  Strategy 

The  Genix  Group’s  growth  strategy  remains 
focused  on  delivering  quality  information 
technology  solutions  to  its  customers. 

• Genix  expects  customer  needs  to  change 
and  to  facilitate  such  change  through  joint 
technology  planning.  Working  with  its 
customers,  Genix  operates  a wide  variety 
of  platforms,  manages  SNA  and 
alternative  wide-area  networks  (WANs) 
and  provides  LAN,  desktop,  and 
application  support  services. 

• Genix  will  continue  to  participate  in  its 
customers’  strategies,  help  develop 
solutions  that  support  those  strategies, 
and  operate  the  solutions  it  designs. 

• By  accepting  the  operational  responsibility 
for  its  customers’  computer  systems,  Genix 
accepts  the  business  risk  with  its 
customers. 

Financials 

Genix’s  1995  revenue  reached  $105  million, 
a 19%  increase  over  1994  revenue  of  $88 
million. 

• New  contract  revenues  exceeded  $20 
million  in  1995. 

• Revenue  growth  in  1995  was  also 
attributed  to  significantly  increased 
demand  for  computer  operations  and 
network  services  from  current  Genix 
customers. 

• The  company  expects  1996  revenue  growth 
to  exceed  1995  levels  as  requirements  from 
new  and  current  customers  expand, 
especially  services  provided  by  the  two 


new  Genix  data  centers  serving  Europe, 
the  United  Kingdom  and  the  southeastern 
U.S. 

Since  becoming  a separate  business  in  1989 
with  $23  million  in  revenue,  Genix’s  revenue 
and  customer  base  have  increased  five-fold 
to  more  than  100  customers  and  $105 
millionin  revenue.  This  growth  has  enabled 
Genix  to  diversify  its  customer  base.  Thirty- 
one  customers  now  provide  about  80%  of 
Genix’s  revenue,  compared  to  only  five  in 
1989. 

Revenue  Analysis  by  Product/ Service 
Approximately  80%  of  Genix’s  revenues  are 
generated  from  computer  operations 
management  (systems  operations)  and  20% 
from  network  design  and  management 
services  and  other  services,  including 
desktop  services  applications  management, 
electi’onic  printing,  direct  mail, 
telemarketing,  and  business  process 
solutions.  A summary  of  Genix’s 
outsourcing  revenue  growth  follows: 


Genix  Outsourcing 
Revenue  Growth 


Growth 

'94-95 

Projected 

Growth 

‘95-96 

Platform  operations 

13% 

20% 

Network  design/mgmt. 

20% 

20% 

Desktop  services 

15% 

5% 

Application  mgmt. 

5% 

5%  , 

Other  services 

10% 

10% 

Total  Outsourcing 

15% 

19% 

Market  Financials 

Approximately  40%  of  Genix’s  customers  are 
from  the  manufacturing  industry,  40%  from 
the  services  industry,  and  20%  from 
miscellaneous  SIC  code  industries. 
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• The  most  significant  manufacturing 
industry  served  is  the  steel  industry. 
Allegheny  Ludlum,  Copperweld,  Wheeling- 
Pittsburgh  Steel,  and  Armco  AMD  are 
clients. 

• Other  manufacturing  industries  served 
include  food  processing,  chemical, 
plumbing  fixtures,  automotive 
components,  glass,  publishing,  and 
tobacco. 

• In  the  services  sector,  Genix  clients 
include  advertising,  financial  services, 
insurance,  health  care,  and  transportation 
companies. 

• In  addition,  Genix  serves  the  needs  of 
software  developers,  educational 
institutions,  and  local  governments. 

Geographic  Markets 

More  than  90%  of  Genix’s  1995  revenue  was 
derived  from  U.S. -based  firms.  Genix 
supports  these  customers  with  requirements 
that  reach  from  Europe  to  the  Far  East. 

Key  Products  and  Services 

Genix  adds  value  to  its  computer  operations 
services  by  reengineering  and  managing 
clients’  networks,  taking  advantage  of  new 
technology  in  the  areas  of  processing, 
telecommunications,  and  network 
monitoring  and  control.  Genix’s  custom 
consulting  on  applications  and  technology 
plans  also  adds  value  to  its  services. 

• Genix-operated  mainframes  and  midrange 
computers  are  generally  owned  by  Genix. 

• Contracts  generally  range  from  three  to 
seven  years  and  are  priced  based  upon 
information  system  resource  utilization. 

• The  company  provides  complete  desktop 
services. 


• Genix  has  engineered,  implemented  and 
now  manages  wide-area  networks  (WANs) 
for  many  of  its  customers.  Genix  also 
offers  local-area  network  (LAN) 
management  and  desktop  support 
services. 

• Genix  operates  telemarketing  information 
centers  and  provides  product  fulfillment 
services  for  customers.  Genix  designs  the 
process,  develops  the  supporting  systems 
and  operates  the  business  function 
through  a service  Genix  calls  “Business 
Process  Solutions.” 

Computer  Hardware  and  Software 

Genix’s  data  centers  have  IBM  and  Hitachi 
Data  Systems  equipment  installed  using 
MVS,  VM,  VSE,  and  DOS  operating 
systems.  Genix  employs  the  latest  IBM 
ES/9000  and  CMOS  technologies. 

Genix  operates  Digital,  Hewlett-Packard, 
Tandem,  Concurrent,  IBM  AS/400,  and 
RISC  computers. 

Genix  uses  current  DASD  and  automated 
tape  storage  equipment. 

During  the  first  quarter  of  1996,  Genix 
implemented  the  first  phase  of  a major 
mainframe  technology  upgrade.  Computers 
based  on  IBM’s  new  CMOS  technology  were 
installed.  CMOS  machines  occupy  a fraction 
of  the  floor  space  and  are  more  energy 
efficient  than  earlier  generation  IBM 
technology. 

During  1995,  Genix  installed  approximately 
four  terabytes  of  RAID  storage  technology 
and  nine  robotic  tape-handling  silos. 
Currently,  more  than  half  of  the  traditional 
IBM  computing  capacity  is  delivered 
through  ES/9000  technology. 
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Clients 

Genix  provides  services  to  more  than  100 
clients. 

Genix  has  long  prided  itself  on  its  flexibility 
and  ability  to  service  diverse  industries. 
Recent  new  contracts  have  introduced  Genix 
to  the  entertainment,  health  care  services, 
consumer  products,  and  natural  resources 
industries,  as  well  as  government. 

• Genix  has  signed  multiyear  agreements  to 
provide  computer  services  to  General 
Cinema  Theatres,  a Boston-based 
manager  of  movie  theaters.  This  is 
Genix’s  first  client  in  the 
theatre/entertainment  industry. 

• Genix  signed  a third-party  agreement  with 
Shared  Medical  Systems  Corporation 
(SMS),  a health  care  computer  services 
provider  based  in  Malvern  (PA).  Through 
this  contract  with  SMS,  Genix  will  provide 
computer  operations  management, 
printing  and  mailing  services  to  SMS’ 
client,  Fairview  Health  Systems  of 
Cleveland  (OH).  This  contract  is  the  first 
for  Genix  in  the  health  care  services 
industry. 

• The  Genix  Group  Limited,  Genix’s  U.K.- 
based  subsidiary,  signed  a multiyear 
agreement  with  the  Lord  Chancellor’s 
Department  of  England  (LCD)  to  provide 
VM/ESA  processing  services.  The  LCD 
administers  the  judicial  system  of 
England.  This  is  Genix  Group  Limited’s 
first  Europe-based  IBM  mainframe 
environment  customer. 

• A large  government  unit,  Wayne  County 
(MI),  migrated  into  a Genix  data  center  in 
November  1995.  Genix  signed  a multiyear 
contract  to  provide  computer  operations 
management  and  telecommunications 
support  services  for  Wayne  County’s  IBM 


MVS  IDMS  applications,  which  include 
financial  and  administrative  systems. 
Although  Genix  provided  services  to  the 
State  of  Michigan,  this  is  Genix’s  first 
county  government  contract. 

• Also  in  November  1995,  Genix  signed  a 
multiyear  transitional  agreement  with 
Clark  Refining  & Marketing,  Inc.,  the 
largest  independent  refiner  and  marketer 
in  the  U.S.  Genix  will  provide  Clark  with 
computer  operations  management  while 
Clark  transitions  to  a distributed 
computing  environment. 

• In  May  1995,  Genix  signed  a multiyear 
contract  with  another  company  in  the 
natural  resources  industry — Dravo 
Corporation.  Genix  provides  Dravo  with 
computer  operations  management  and 
network  management  services.  Dravo  is 
the  largest  publicly  owned  lime  producer 
in  the  U.S. 

• In  August  1995,  Genix  began  providing 
computer  operations  management  and 
electronic  printing  services  to  Handleman 
Company,  which  is  North  America’s 
largest  supplier  and  merchandiser  of 
music,  video,  books  and  personal  computer 
software  to  retail  chains.  Genix  also 
provides  support  for  AS/400s  located 
across  the  U.S.,  Canada,  and  Mexico  in 
Handleman  distribution  centers,  as  well 
as  the  printing  of  more  than  2.2  million 
pages  of  documents  each  month.  In  the 
spring  of  1996,  Genix  was  awarded  a 
multiyear  facilities  management  contract 
to  operate  Handleman’s  Retail  Inventory 
Management  System  (RIMS). 

Other  contract  examples  include  the 

following: 

• In  July  1995,  Crain  Communications,  a 
privately  held  company  that  publishes  26 
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consumer,  business  and  trade 
publications,  signed  a contract  with  Genix, 
whereby  Genix  will  operate  Crain’s  IBM 
mainframe  environment  while  the 
company  transitions  to  a UNIX  platform. 

• Genix  also  provides  services  to  two 
newspaper  publishers — New  York  Daily 
News  and  Scripps  Howard. 

• In  April  1995,  Genix,  along  with  alliance 
partners  CAP  GEMINI  AMERICA  and  I- 
Net,  won  a $100  million  outsourcing 
contract  from  Ralcorp  Holdings.  Ralcorp 
is  a major  player  in  the  food  industry,  with 
brands  that  include  Chex  and  Cookie 
Crisp  cereals  and  Beech-Nut  baby  food. 
Under  the  terms  of  the  contract,  Genix 
will  direct  Ralcorp’s  data  processing 
activities. 

• In  early  January  1995,  the  Remington 
Arms  Company,  Inc.  of  Wilmington  (DE) 
signed  a multiyear  contract  valued  at 
more  than  $5  million.  A move  to 
client/server  technology  prompted 
Remington’s  decision  to  outsource  ah  non- 
core functions,  such  as  network 
management  and  the  operation  of  its 
Hewlett-Packard  HP  9000  client/server 
platform,  to  Genix.  Genix  will  support 
Remington’s  transition  to  SAP’s  R3 
applications  systems  and  install  the 
network  infrastructure  to  support  the 
application  across  Remington’s  operations. 

• In  November  1994,  The  Earle  M. 

Jorgensen  Company  of  Brea  (CA)  signed  a 
multiyear,  $11.5  million  contract.  Genix 
acquired  and  now  operates  a large  DEC 
computer  installation  in  its  Pittsburgh 
(PA)  facility.  Genix  supports  the  main 
computer  applications  for  three  Jorgensen 
company  divisions,  which  entails  servicing 
more  than  42  locations  throughout  North 
America  and  the  United  Kingdom. 


• In  July  1994,  Genix  announced  a contract 
extension  with  Comshare  Inc.  to  manage 
Comshare’s  international  U.S.  desktop 
environments,  as  well  as  Comshare’s 
international  data  network.  The  Genix 
outsourcing  agreement  with  Comshare 
also  includes  mainframe  service  for  an 
additional  three  years. 

• In  July  1994,  Genix  also  announced  an 
outsourcing  contract  with  Royal  Insurance 
of  Charlotte  (NC).  In  this  agreement, 
Genix  will  provide  systems  operations 
management,  network  management  for 
Royal’s  voice  and  data  networks  and 
management  for  Royal’s  electronic 
printing  service.  In  addition,  Genix  is 
leasing  Royal’s  data  center  for  the  purpose 
of  providing  outsourcing  services  to  other 
firms. 

• In  mid- 1993,  The  Trane  Company  signed  a 
multiyear,  $14  million  contract.  Genix 
provides  two  divisions — Trane  in  Tyler 
(TX)  and  Trane  in  LaCrosse  (WI) — with 
computer  operations  services.  Genix  also 
provides  processing  services  to  Trane’s 
parent  company,  American  Standard. 

• During  the  second  quarter  of  1993,  Borden 
awarded  Genix  a multiyear  contract  for  all 
of  Borden’s  U.S.  mainframe  systems 
operations  requirements.  The  contract 
was  expanded  in  1995  to  include  disaster 
recovery  through  a third-party  supplier. 
Wise  Foods,  a division  of  Borden,  became  a 
Genix  customer  in  1996. 

• In  1993,  Genix  signed  a multiyear  contract 
with  U.T.  Automotive  (UTA)  to  provide 
computer  operations  management, 
electronic  printing  and  microfiche. 

Disaster  recovery  services  are  covered 
under  a third-party  agreement. 
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• In  August  1992,  Genix  signed  a multiyear 
contract  with  Wheeling-Pittsburgh  Steel 
Corporation  to  reengineer  and  manage 
Wheeling-Pittsburgh’s  voice  and  data 
networks.  Genix  now  provides  Wheeling- 
Pittsburgh  with  printing  services. 

• In  1992,  Armco  AMD  in  Butler  (PA)  signed 
a contract  with  Genix.  Genix  provides 
facilities  management  services  for  Digital 
computers  and  computer  operations  for 
Armco’s  IBM  MVS  environment.  The 
contract  was  expanded  in  1995  to  include 
the  management  of  two  AS/400s. 

• Genix  has  been  providing  computer 
operations  services  to  Copperweld 
Corporation  since  1985.  Copperweld  is  a 
Pittsburgh-based  steel  tube  maker. 
Copperweld  uses  Genix  facilities  for  IBM 
mainframe  and  Tandem  computer 
operations.  The  Copperweld  contract  was 
renewed  in  1993  for  the  third  time. 

• In  June  1989,  Genix  was  awarded  a 
multiyear,  $15  million  contract  from  H.J. 
Heinz,  a $7  billion  food  company,  to 
provide  computer  operations  and 
telecommunications  network  services. 

The  contract  was  renewed  in  1995. 

- Genix  consolidated  five  data  centers  to  a 
single  platform  at  its  Pittsburgh  data 
center.  Genix  converted  all  Heinz 
affiliates  to  a common  MVS/ESA 
platform. 

• Genix  continues  to  provide  computer 
operations,  telecommunications  and 
printing  services  to  MichCon,  the  largest 
natural  gas  distribution  company  in 
Michigan. 

• Magic  Line  has  been  a customer  of  Genix 
since  April  1985.  Magic  Line  is  a privately 
held  corporation  owned  by  a consortium  of 


the  largest  banks  in  Michigan.  With 
Genix  operating  Magic  Line’s  Concurrent 
computers,  Magic  Line  processes  more 
than  seven  million  transactions  per 
month. 

Marketing  and  Sales 

Genix  markets  its  services  through  direct 
sales  forces  located  in  Dearborn  (MI), 
Pittsburgh  (PA),  Charlotte  (NC),  Fairfield 
(CT),  Atlanta  (GA),  St.  Louis  (MO),  and 
London  (U.K.). 

Alliances 

In  April  1995,  Genix  signed  a landmark  10- 
year  software  license  agreement  with 
Computer  Associates  International,  Inc. 

(CA).  As  part  of  the  agreement,  Genix 
became  an  authorized  reseller  of  CA’s 
Systems  Management,  Information 
Management  and  Business  Applications 
products,  including  CA-Unicenter  and 
Masterpiece/2000  financial  software 
products. 

Genix  is  a value-added  reseller  of  Hewlett- 
Packard  computers  to  help  support 
customers’  transition  to  UNIX  processing 
environments. 

During  1995,  Genix’s  alliance  with 
Comdisco,  a leading  disaster  recovery 
services  firm,  was  expanded  to  cover 
midrange  and  UNIX  environments. 

Competitive  Position 

Genix  is  a traditional  data  center 
outsourcing  company  that  prides  itself  on  its 
flexibility.  It  charges  clients  based  upon 
resource  utilization  and  more  than  80%  of 
its  outsourcing  business  is  generated 
through  platform  operations  contracts. 

As  with  other  major  outsourcing  vendors, 
Genix  is  experiencing  a surge  of  activity 
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around  client/server  migrations  and 
resultant  transition  outsourcing  demand. 

• Currently,  20%  of  Genix’s  contracts 
involve  transition  outsourcing  and  this 
percentage  is  projected  to  increase. 

• Contracts  with  the  Earle  M.  Jorgensen 
Company  and  Remington  Arms  display 
Genix’s  ability  to  manage  non-IBM 
platforms  and  to  assist  customers  with 
their  transitions  to  client/server 
technology. 

Genix  perceives  its  competition  to  be 
Computer  Sciences  Corporation  (CSC), 
Electronic  Data  Systems  (EDS),  and  IBM 
Integrated  Systems  Solutions  Corporation 
(ISSC). 

• In  addition,  Genix  competes  with  other 
traditional  data  center  outsourcing 
vendors  such  as  Affiliated  Computer 
Systems,  May  & Speh,  and  Origin/Philips 
C&P  (formerly  Power  Computing 
Company). 

• By  providing  mainframe-oriented,  cost- 
based  computer  operation  services,  Genix 
is  more  aligned  with  the  second  group 
than  the  first. 

• The  Comshare,  Remington  and  Jorgensen 
contracts  may  start  to  provide  Genix  with 
differentiation  from  the  second  tier  of 
vendors. 

INPUT  Assessment 

The  Genix  Group’s  success  is  demonstrated 
by  the  satisfaction  of  its  customers.  Genix 
surveys  its  customers  on  an  annual  basis  to 
measure  satisfaction  levels.  Genix’s 
approach  is  to  help  its  customers  evolve 
their  strategies,  not  dictate  what  the 
strategies  should  be. 


Genix’s  move  to  client/server  services  is 
positive — the  key  is  implementation. 

Within  its  customer  base,  Genix  is 
participating  in  the  transition  from 
traditional  mainframes  to  midrange 
platforms,  the  movement  to  client/server 
and  the  development  of  IT  strategies  that 
retain  the  mainframe  as  the  dominant 
processor. 

A key  challenge  for  Genix  is  to  move  from 
traditional  data  center  outsourcing  to 
providing  added  value  through  business 
knowledge  and/or  applications  knowledge. 

• Data  center  outsourcing  (selling  MIPs)  is  a 
cost-based  business  subject  to  margin 
squeezes  due  to  severe  price  competition. 

• The  key  to  higher  margins  is  through 
value-added  services. 

• As  Genix  moves  from  its  traditional  data 
center  arena,  it  will  be  tested  by  new 
competitive  strategies.  Pricing  can  no 
longer  be  solely  tied  to  resource 
utilization.  An  element  of  risk  in  the 
pricing  structure  will  be  required  if  Genix 
plans  to  compete  with  the  first-tier 
outsourcing  vendors  (CSC,  EDS  and 
ISSC). 

This  is  the  start  of  a new  phase  of  Genix’s 
growth.  How  effectively  it  can  provide  and 
market  value-based  outsourcing  services 
will  determine  if  it  can  successfully  move 
into  the  top  echelon  of  outsourcing 
providers. 
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Genix  Addresses 

Headquarters  and  Michigan  Operations 
5225  Auto  Club  Drive 
Dearborn,  MI  48126-2607 
Phone:  (3 13)  337-4800 
(800)  521-0444 
Fax:  (313)  337-4897 


Pennsylvania  Operations 
One  Marquis  Plaza 
5315  Campbell’s  Run  Road 
Pittsburgh,  PA  15205-9002 
Phone:  (412)  788-3800 
(800)  874-3649 
Fax:  (412)  788-3507 


North  Carolina  Operations 
9300  Arrowpoint  Boulevard 
Charlotte,  NC  28201 
Phone:  (704)  522-2100 
Fax:  (704)  522-3299 


United  Kingdom  Operations 
1/11  Harbour  Yard 
London  SW10  0XD,  England 
Phone:011-44-171-823-3797 
Fax:  011-44-171-823-3798 


Parent  Company 
MCN  Corporation 
500  Griswold  Street 
Detroit,  MI  48226 
Phone:  (800)  548-4655 
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President  & CEO:  Rudolfo  D.  Cifolelli 
5225  Auto  Club  Drive 
Dearborn,  Ml  48126-2607 
Phone:  (313)  337-4800 

(800)  521-0444 
Fax:  (313)337-4897 

Internet:  Http://www.genix.com 

E-mail:  info@genix.com 


The 

Genix 

Group 


Status:  Wholly  Owned  Subsidiary 

Parent:  MCN  Corporation 

Employees:  450 

Revenue:  $105,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• The  Genix  Group’s  strategy  is  to  achieve 
total  customer  satisfaction  through 
cooperative  long-term  relationships  in 
which  Genix  provides  information 
technology  services  that  support  a 
customer’s  business  requirements. 

• In  April  1996,  Genix’s  parent,  MCN 
Corporation,  announced  that  it  is 


evaluating  the  potential  sale  of  Genix. 
MCN  intends  to  pursue  its  focused 
strategy  of  investing  in  energy-related 
projects  and  is  evaluating  the  strategic  fit 
of  its  investment  in  the  computer  services 
business.  For  MCN,  a possible  sale  of 
Genix  will  unlock  its  full  value,  thereby 
enhancing  shareholder  value. 

• During  1995,  Genix  added  10  companies  to 
its  client  base  of  more  than  100,  which 
includes  13  Fortune  500  industrial 
corporations. 

• During  the  first  quarter  of  1996,  Genix 
implemented  the  first  phase  of  a major 
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mainframe  technology  upgrade. 

Computers  based  on  IBM’s  new  CMOS 
technology  and  RAID  storage  technology 
were  installed  in  Genix  data  centers. 

• During  1995,  Genix  took  significant  steps 
to  bring  more  value  through  business 
alliances  with  leading  information 
technology  product  and  service  suppliers, 
including  Computer  Associates,  Hewlett- 
Packard  and  Comdisco. 

• Genix  installed  a Web  site  during  the 
fourth  quarter  of  1995.  The  site  is  best 
viewed  using  Netscape  Navigator  version 
1.1  or  higher. 

Company  Description 

The  Genix  Group’s  primary  service  offerings 
include  computer  operations, 
telecommunications  network  design  and 
management,  desktop  services,  applications 
management,  business  process  solutions, 
and  computer-generated  electronic  printing, 
mailing,  telemarketing  and  fulfillment 
services. 

Genix  is  owned  by  MCN  Corporation,  a 
$1.58  billion  Detroit-based  corporation  listed 
on  the  New  York  Stock  Exchange  (under 
MCN). 

Company  History 

The  Genix  Group  was  formed  by  the 
consolidation  of  the  computer  operations 
business  of  Genix  Corporation  and  the 
computer  operations,  electronic  printing, 
fulfillment  and  telecommunications  services 
of  MCN  Computer  Services,  Inc. 

• MCN  Computer  Services  was  initially 
formed  in  1983  to  provide  computer 
operations  services  to  MichCon,  an  MCN 
subsidiary  and  natural  gas  distribution 
company,  and  to  pursue  nonaffiliated 


customers.  It  became  a separate 
subsidiary  in  1989. 

• Genix  Corporation,  based  in  Pittsburgh 
(PA),  was  formed  in  1984  when  National 
Intergroup  consolidated  its  internal  data 
processing  operations  into  a separate 
subsidiary  providing  remote  processing 
services  to  medium-to-large  corporations 
and  National  Intergroup  affiliates. 

• In  June  1990,  MCN  Corporation,  which 
owned  MCN  Computer  Services,  Inc., 
agreed  to  buy  Genix  Corporation,  thus 
enhancing  MCN’s  outsourcing  strength 
and  market  position. 

Organization  and  Structure 

Genix  customers  are  served  by  four 
operations  groups — in  Michigan, 
Pennsylvania,  North  Carolina  and  the 
United  Kingdom — and  by  technology 
support  groups  for  telecommunications, 
software  and  technical  support,  desktop 
services,  and  applications  management 
services. 

The  general  managers  of  the  Michigan, 
Pennsylvania,  North  Carolina,  and  United 
Kingdom  operations  carry  total 
responsibility  for  customer  satisfaction  and 
have  full  profit  and  loss  responsibility  for 
their  facilities.  They  rely  on  the  support 
groups  to  provide  specific  design  and 
implementation  services.  The  general 
managers  operate  their  respective  facilities 
and  manage  customer  relationships. 

In  addition  to  its  70,000-square-foot 
headquarters  in  Dearborn  (MI),  Genix  has  a 

68.000- square-foot  mailing,  fulfillment  and 
telemarketing  facility  in  Southgate  (MI),  a 

97.000- square-foot  computing  facility  in 
Pittsburgh  (PA),  a 10,000-square-foot 
printing  and  vault  storage  facility  in  Moon 
Township  (PA),  a 34,000-square-foot 


Page  2 of  9 


INPUT  1996.  Reproduction  prohibited. 


The  Genix  Group 
April  1996 


INPUT  Vendor  Profile 


computing  facility  in  Charlotte  (NC),  and  a 
6,000-square-foot  computing  facility  in 
London  (U.K.). 

Company  Strategy 

The  Genix  Group’s  growth  strategy  remains 
focused  on  delivering  quality  information 
technology  solutions  to  its  customers. 

• Genix  expects  customer  needs  to  change 
and  to  facilitate  such  change  through  joint 
technology  planning.  Working  with  its 
customers,  Genix  operates  a wide  variety 
of  platforms,  manages  SNA  and 
alternative  wide-area  networks  (WANs) 
and  provides  LAN,  desktop,  and 
application  support  services. 

• Genix  will  continue  to  participate  in  its 
customers’  strategies,  help  develop 
solutions  that  support  those  strategies, 
and  operate  the  solutions  it  designs. 

• By  accepting  the  operational  responsibility 
for  its  customers’  computer  systems,  Genix 
accepts  the  business  risk  with  its 
customers. 

Financials 

Genix’s  1995  revenue  reached  $105  million, 
a 19%  increase  over  1994  revenue  of  $88 
million. 

• New  contract  revenues  exceeded  $20 
million  in  1995. 

• Revenue  growth  in  1995  was  also 
attributed  to  significantly  increased 
demand  for  computer  operations  and 
network  services  from  current  Genix 
customers. 

• The  company  expects  1996  revenue  growth 
to  exceed  1995  levels  as  requirements  from 
new  and  current  customers  expand, 
especially  services  provided  by  the  two 


new  Genix  data  centers  serving  Europe, 
the  United  Kingdom  and  the  southeastern 
U.S. 

Since  becoming  a separate  business  in  1989 
with  $23  million  in  revenue,  Genix’s  revenue 
and  customer  base  have  increased  five-fold 
to  more  than  100  customers  and  $105 
millionin  revenue.  This  growth  has  enabled 
Genix  to  diversify  its  customer  base.  Thirty- 
one  customers  now  provide  about  80%  of 
Genix’s  revenue,  compared  to  only  five  in 
1989. 

Revenue  Analysis  by  Product / Service 

Approximately  80%  of  Genix’s  revenues  are 
generated  from  computer  operations 
management  (systems  operations)  and  20% 
from  network  design  and  management 
services  and  other  services,  including 
desktop  services  apphcations  management, 
electronic  printing,  direct  mail, 
telemarketing,  and  business  process 
solutions.  A summary  of  Genix’s 
outsourcing  revenue  growth  follows: 


Genix  Outsourcing 
Revenue  Growth 


Growth 

94-’95 

Projected 

Growth 

‘95-’96 

Platform  operations 

13% 

20% 

Network  design/mgmt. 

20% 

20% 

Desktop  services 

15% 

5% 

Application  mgmt. 

5% 

5% 

Other  services 

10% 

10% 

Total  Outsourcing 

15% 

19% 

Market  Financials 

Approximately  40%  of  Genix’s  customers  are 
from  the  manufacturing  industry,  40%  from 
the  services  industry,  and  20%  from 
miscellaneous  SIC  code  industries. 
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• The  most  significant  manufacturing 
industry  served  is  the  steel  industry. 
Allegheny  Ludlum,  Copperweld,  Wheeling- 
Pittsburgh  Steel,  and  Armco  AMD  are 
clients. 

• Other  manufacturing  industries  served 
include  food  processing,  chemical, 
plumbing  fixtures,  automotive 
components,  glass,  publishing,  and 
tobacco. 

• In  the  services  sector,  Genix  clients 
include  advertising,  financial  services, 
insurance,  health  care,  and  transportation 
companies. 

• In  addition,  Genix  serves  the  needs  of 
software  developers,  educational 
institutions,  and  local  governments. 

Geographic  Markets 

More  than  90%  of  Genix’s  1995  revenue  was 
derived  from  U.S. -based  firms.  Genix 
supports  these  customers  with  requirements 
that  reach  from  Europe  to  the  Far  East. 

Key  Products  and  Services 

Genix  adds  value  to  its  computer  operations 
services  by  reengineering  and  managing 
clients’  networks,  taking  advantage  of  new 
technology  in  the  areas  of  processing, 
telecommunications,  and  network 
monitoring  and  control.  Genix’s  custom 
consulting  on  applications  and  technology 
plans  also  adds  value  to  its  services. 

• Genix-operated  mainframes  and  midrange 
computers  are  generally  owned  by  Genix. 

• Contracts  generally  range  from  three  to 
seven  years  and  are  priced  based  upon 
information  system  resource  utilization. 

• The  company  provides  complete  desktop 
services. 


• Genix  has  engineered,  implemented  and 
now  manages  wide-area  networks  (WANs) 
for  many  of  its  customers.  Genix  also 
offers  local-area  network  (LAN) 
management  and  desktop  support 
services. 

• Genix  operates  telemarketing  information 
centers  and  provides  product  fulfillment 
services  for  customers.  Genix  designs  the 
process,  develops  the  supporting  systems 
and  operates  the  business  function 
through  a service  Genix  calls  “Business 
Process  Solutions.” 

Computer  Hardware  and  Software 

Genix’s  data  centers  have  IBM  and  Hitachi 
Data  Systems  equipment  installed  using 
MVS,  VM,  VSE,  and  DOS  operating 
systems.  Genix  employs  the  latest  IBM 
ES/9000  and  CMOS  technologies. 

Genix  operates  Digital,  Hewlett-Packard, 
Tandem,  Concurrent,  IBM  AS/400,  and 
RISC  computers. 

Genix  uses  current  DASD  and  automated 
tape  storage  equipment. 

During  the  first  quarter  of  1996,  Genix 
implemented  the  first  phase  of  a major 
mainframe  technology  upgrade.  Computers 
based  on  IBM’s  new  CMOS  technology  were 
installed.  CMOS  machines  occupy  a fraction 
of  the  floor  space  and  are  more  energy 
efficient  than  earlier  generation  IBM 
technology. 

During  1995,  Genix  installed  approximately 
four  terabytes  of  RAID  storage  technology 
and  nine  robotic  tape-handling  silos. 
Currently,  more  than  half  of  the  traditional 
IBM  computing  capacity  is  delivered 
through  ES/9000  technology. 
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Clients 

Genix  provides  services  to  more  than  100 
clients. 

Genix  has  long  prided  itself  on  its  flexibility 
and  ability  to  service  diverse  industries. 
Recent  new  contracts  have  introduced  Genix 
to  the  entertainment,  health  care  services, 
consumer  products,  and  natural  resoui'ces 
industries,  as  well  as  government. 

• Genix  has  signed  multiyear  agreements  to 
provide  computer  services  to  General 
Cinema  Theatres,  a Boston-based 
manager  of  movie  theaters.  This  is 
Genix’s  first  client  in  the 
theatre/entertainment  industry. 

• Genix  signed  a third-party  agreement  with 
Shared  Medical  Systems  Corporation 
(SMS),  a health  care  computer  services 
provider  based  in  Malvern  (PA).  Through 
this  contract  with  SMS,  Genix  will  provide 
computer  operations  management, 
printing  and  mailing  services  to  SMS’ 
client,  Fairview  Health  Systems  of 
Cleveland  (OH).  This  contract  is  the  first 
for  Genix  in  the  health  care  services 
industry. 

• The  Genix  Group  Limited,  Genix’s  U.K.- 
based  subsidiary,  signed  a multiyear 
agreement  with  the  Lord  Chancellor’s 
Department  of  England  (LCD)  to  provide 
VM/ESA  processing  services.  The  LCD 
administers  the  judicial  system  of 
England.  This  is  Genix  Group  Limited’s 
first  Europe-based  IBM  mainframe 
environment  customer. 

• A large  government  unit,  Wayne  County 
(MI),  migrated  into  a Genix  data  center  in 
November  1995.  Genix  signed  a multiyear 
contract  to  provide  computer  operations 
management  and  telecommunications 
support  services  for  Wayne  County’s  IBM 


MVS  IDMS  applications,  which  include 
financial  and  administrative  systems. 
Although  Genix  provided  services  to  the 
State  of  Michigan,  this  is  Genix’s  first 
county  government  contract. 

• Also  in  November  1995,  Genix  signed  a 
multiyear  transitional  agreement  with 
Clark  Refining  & Marketing,  Inc.,  the 
largest  independent  refiner  and  marketer 
in  the  U.S.  Genix  will  provide  Clark  with 
computer  operations  management  while 
Clark  transitions  to  a distributed 
computing  environment. 

• In  May  1995,  Genix  signed  a multiyear 
contract  with  another  company  in  the 
natural  resources  industry — Dravo 
Corporation.  Genix  provides  Dravo  with 
computer  operations  management  and 
network  management  services.  Dravo  is 
the  largest  publicly  owned  lime  producer 
in  the  U.S. 

• In  August  1995,  Genix  began  providing 
computer  operations  management  and 
electronic  printing  services  to  Handleman 
Company,  which  is  North  America’s 
largest  supplier  and  merchandiser  of 
music,  video,  books  and  personal  computer 
software  to  retail  chains.  Genix  also 
provides  support  for  AS/400s  located 
across  the  U.S.,  Canada,  and  Mexico  in 
Handleman  distribution  centers,  as  well 
as  the  printing  of  more  than  2.2  million 
pages  of  documents  each  month.  In  the 
spring  of  1996,  Genix  was  awarded  a 
multiyear  facilities  management  contract 
to  operate  Handleman’s  Retail  Inventory 
Management  System  (RIMS). 

Other  contract  examples  include  the 

following: 

• In  July  1995,  Crain  Communications,  a 
privately  held  company  that  publishes  26 
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consumer,  business  and  trade 
publications,  signed  a contract  with  Genix, 
whereby  Genix  will  operate  Crain’s  IBM 
mainframe  environment  while  the 
company  transitions  to  a UNIX  platform. 

• Genix  also  provides  services  to  two 
newspaper  publishers — New  York  Daily 
News  and  Scripps  Howard. 

• In  April  1995,  Genix,  along  with  alliance 
partners  CAP  GEMINI  AMERICA  and  I- 
Net,  won  a $100  million  outsourcing 
contract  from  Ralcorp  Holdings.  Ralcorp 
is  a major  player  in  the  food  industry,  with 
brands  that  include  Chex  and  Cookie 
Crisp  cereals  and  Beech-Nut  baby  food. 
Under  the  terms  of  the  contract,  Genix 
will  direct  Ralcorp’s  data  processing 
activities. 

• In  early  January  1995,  the  Remington 
Arms  Company,  Inc.  of  Wilmington  (DE) 
signed  a multiyear  contract  valued  at 
more  than  $5  million.  A move  to 
client/server  technology  prompted 
Remington’s  decision  to  outsource  all  non- 
core functions,  such  as  network 
management  and  the  operation  of  its 
Hewlett-Packard  HP  9000  client/server 
platform,  to  Genix.  Genix  will  support 
Remington’s  transition  to  SAP’s  R3 
applications  systems  and  install  the 
network  infrastructure  to  support  the 
application  across  Remington’s  operations. 

• In  November  1994,  The  Earle  M. 

Jorgensen  Company  of  Brea  (CA)  signed  a 
multiyear,  $11.5  million  contract.  Genix 
acquired  and  now  operates  a large  DEC 
computer  installation  in  its  Pittsburgh 
(PA)  facility.  Genix  supports  the  main 
computer  applications  for  three  Jorgensen 
company  divisions,  which  entails  servicing 
more  than  42  locations  throughout  North 
America  and  the  United  Kingdom. 


• In  July  1994,  Genix  announced  a contract 
extension  with  Comshare  Inc.  to  manage 
Comshare’s  international  U.S.  desktop 
environments,  as  well  as  Comshare’s 
international  data  network.  The  Genix 
outsourcing  agreement  with  Comshare 
also  includes  mainframe  service  for  an 
additional  three  years. 

• In  July  1994,  Genix  also  announced  an 
outsourcing  contract  with  Royal  Insurance 
of  Charlotte  (NC).  In  this  agreement, 
Genix  will  provide  systems  operations 
management,  network  management  for 
Royal’s  voice  and  data  networks  and 
management  for  Royal’s  electronic 
printing  service.  In  addition,  Genix  is 
leasing  Royal’s  data  center  for  the  purpose 
of  providing  outsourcing  services  to  other 
firms. 

• In  mid- 1993,  The  Trane  Company  signed  a 
multiyear,  $14  million  contract.  Genix 
provides  two  divisions — -Trane  in  Tyler 
(TX)  and  Trane  in  LaCrosse  (WI) — with 
computer  operations  services.  Genix  also 
provides  processing  services  to  Trane’s 
parent  company,  American  Standard. 

• During  the  second  quarter  of  1993,  Borden 
awarded  Genix  a multiyear  contract  for  all 
of  Borden’s  U.S.  mainframe  systems 
operations  requirements.  The  contract 
was  expanded  in  1995  to  include  disaster 
recovery  through  a third-party  supplier. 
Wise  Foods,  a division  of  Borden,  became  a 
Genix  customer  in  1996. 

• In  1993,  Genix  signed  a multiyear  contract 
with  U.T.  Automotive  (UTA)  to  provide 
computer  operations  management, 
electronic  printing  and  microfiche. 

Disaster  recovery  services  are  covered 
under  a third-party  agreement. 
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• In  August  1992,  Genix  signed  a multiyear 
contract  with  Wheeling-Pittsburgh  Steel 
Corporation  to  reengineer  and  manage 
Wheeling-Pittsburgh’s  voice  and  data 
networks.  Genix  now  provides  Wheeling- 
Pittsburgh  with  printing  services. 

• In  1992,  Armco  AMD  in  Butler  (PA)  signed 
a contract  with  Genix.  Genix  provides 
facilities  management  services  for  Digital 
computers  and  computer  operations  for 
Armco’s  IBM  MVS  environment.  The 
contract  was  expanded  in  1995  to  include 
the  management  of  two  AS/400s. 

• Genix  has  been  providing  computer 
operations  services  to  Copperweld 
Corporation  since  1985.  Copperweld  is  a 
Pittsburgh-based  steel  tube  maker. 
Copperweld  uses  Genix  facilities  for  IBM 
mainframe  and  Tandem  computer 
operations.  The  Copperweld  contract  was 
renewed  in  1993  for  the  third  time. 

• In  June  1989,  Genix  was  awarded  a 
multiyear,  $15  million  contract  from  H.J. 
Heinz,  a $7  billion  food  company,  to 
provide  computer  operations  and 
telecommunications  network  services. 

The  contract  was  renewed  in  1995. 

- Genix  consolidated  five  data  centers  to  a 
single  platform  at  its  Pittsburgh  data 
center.  Genix  converted  all  Heinz 
affiliates  to  a common  MVS/ESA 
platform. 

• Genix  continues  to  provide  computer 
operations,  telecommunications  and 
printing  services  to  MichCon,  the  largest 
natural  gas  distribution  company  in 
Michigan. 

• Magic  Line  has  been  a customer  of  Genix 
since  April  1985.  Magic  Line  is  a privately 
held  corporation  owned  by  a consortium  of 


the  largest  banks  in  Michigan.  With 
Genix  operating  Magic  Line’s  Concurrent 
computers,  Magic  Line  processes  more 
than  seven  million  transactions  per 
month. 

Marketing  and  Sales 

Genix  markets  its  services  through  direct 
sales  forces  located  in  Dearborn  (MI), 
Pittsbui’gh  (PA),  Charlotte  (NC),  Fairfield 
(CT),  Atlanta  (GA),  St.  Louis  (MO),  and 
London  (U.K.). 

Alliances 

In  April  1995,  Genix  signed  a landmark  10- 
year  software  license  agreement  with 
Computer  Associates  International,  Inc. 
(CA).  As  part  of  the  agreement,  Genix 
became  an  authorized  reseller  of  CA’s 
Systems  Management.  Information 
Management  and  Business  Applications 
products,  including  CA-Unicenter  and 
Masterpiece/2000  financial  software 
products. 

Genix  is  a value-added  reseller  of  Hewlett- 
Packard  computers  to  help  support 
customers’  transition  to  UNIX  processing 
environments. 

During  1995,  Genix’s  alliance  with 
Comdisco,  a leading  disaster  recovery 
services  firm,  was  expanded  to  cover 
midrange  and  UNIX  environments. 

Competitive  Position 

Genix  is  a traditional  data  center 
outsourcing  company  that  prides  itself  on  its 
flexibility.  It  charges  clients  based  upon 
resource  utilization  and  more  than  80%  of 
its  outsourcing  business  is  generated 
through  platform  operations  contracts. 

As  with  other  major  outsourcing  vendors, 
Genix  is  experiencing  a surge  of  activity 
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around  client/server  migrations  and 
resultant  transition  outsourcing  demand. 

• Currently,  20%  of  Genix’s  contracts 
involve  transition  outsourcing  and  this 
percentage  is  projected  to  increase. 

• Contracts  with  the  Earle  M.  Jorgensen 
Company  and  Remington  Arms  display 
Genix’s  ability  to  manage  non-IBM 
platforms  and  to  assist  customers  with 
their  transitions  to  client/server 
technology. 

Genix  perceives  its  competition  to  be 
Computer  Sciences  Corporation  (CSC), 
Electronic  Data  Systems  (EDS),  and  IBM 
Integrated  Systems  Solutions  Corporation 
(ISSC). 

• In  addition,  Genix  competes  with  other 
traditional  data  center  outsourcing 
vendors  such  as  Affiliated  Computer 
Systems,  May  & Speh,  and  Origin/Philips 
C&P  (formerly  Power  Computing 
Company). 

• By  providing  mainframe-oriented,  cost- 
based  computer  operation  services,  Genix 
is  more  aligned  with  the  second  group 
than  the  first. 

• The  Comshare,  Remington  and  Jorgensen 
contracts  may  start  to  provide  Genix  with 
differentiation  from  the  second  tier  of 
vendors. 

INPUT  Assessment 

The  Genix  Group’s  success  is  demonstrated 
by  the  satisfaction  of  its  customers.  Genix 
surveys  its  customers  on  an  annual  basis  to 
measure  satisfaction  levels.  Genix’s 
approach  is  to  help  its  customers  evolve 
their  strategies,  not  dictate  what  the 
strategies  should  be. 


Genix’s  move  to  client/server  services  is 
positive — the  key  is  implementation. 

Within  its  customer  base,  Genix  is 
participating  in  the  transition  from 
traditional  mainframes  to  midrange 
platforms,  the  movement  to  client/server 
and  the  development  of  IT  strategies  that 
retain  the  mainframe  as  the  dominant 
processor. 

A key  challenge  for  Genix  is  to  move  from 
traditional  data  center  outsourcing  to 
providing  added  value  through  business 
knowledge  and/or  applications  knowledge. 

• Data  center  outsourcing  (selling  MIPs)  is  a 
cost-based  business  subject  to  margin 
squeezes  due  to  severe  price  competition. 

• The  key  to  higher  margins  is  through 
value-added  services. 

• As  Genix  moves  from  its  traditional  data 
center  arena,  it  will  be  tested  by  new 
competitive  strategies.  Pricing  can  no 
longer  be  solely  tied  to  resource 
utilization.  An  element  of  risk  in  the 
pricing  structure  will  be  required  if  Genix 
plans  to  compete  with  the  first-tier 
outsourcing  vendors  (CSC,  EDS  and 
ISSC). 

This  is  the  start  of  a new  phase  of  Genix’s 
growth.  How  effectively  it  can  provide  and 
market  value-based  outsourcing  services 
will  determine  if  it  can  successfully  move 
into  the  top  echelon  of  outsourcing 
providers. 
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Genix  Addresses 

Headquarters  and  Michigan  Operations 
5225  Auto  Club  Drive 
Dearborn,  MI  48126-2607 
Phone:  (3 13)  337-4800 
(800)  521-0444 
Fax:  (313)  337-4897 

Pennsylvania  Operations 
One  Marquis  Plaza 
5315  Campbell’s  Run  Road 
Pittsburgh,  PA  15205-9002 
Phone:  (412)  788-3800 
(800)  874-3649 
Fax:  (412)  788-3507 

North  Carolina  Operations 
9300  Arrowpoint  Boulevard 
Charlotte,  NC  28201 
Phone:  (704)  522-2100 
Fax:  (704)  522-3299 

United  Kingdom  Operations 
1/11  Harbour  Yard 
London  SW10  0XD,  England 
Phone:011-44-171-823-3797 
Fax:  011-44-171-823-3798 


Parent  Company 

MCN  Corporation 
500  Griswold  Street 
Detroit,  MI  48226 
Phone:  (800)  548-4655 


The  Genix  Group 
April  1996 
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COMPANY  PROFILE 


GEOVISION  SYSTEMS,  INC.  Doug  Seaborn,  President  and  CEO 

5251  DTC  Parkway  Skip  Hawk,  COO 

Suite  200  Private  Corporation 

Englewood,  CO  80111  Total  Employees:  225 

Phone:  (303)  796-8200  Total  Revenue,  Fiscal  Year  End 

12/31/91:  $25,000,000* * 

‘Company  estimate 


The  Company  GeoVision  Systems,  Inc.  specializes  in  the  development  and 

marketing  of  geographic  information  systems  (GIS)  software 
products. 

• The  company's  VISION*  product  line  supports  the  input, 
analysis,  output,  and  management  of  geographical  data,  including 
traditional  maps  and  engineering  drawings. 

• GeoVision's  target  markets  include  larger  utilities, 
telecommunications  companies,  government  agencies,  and 
commercial  enterprises. 

Since  1985,  GeoVision's  key  product  focus  has  been  to  provide  an 
advanced,  open  systems  approach  to  geographic  information 
management.  The  company  claims  a number  of  innovations  in  the 
development  of  the  VISION*  product  line  that  have  led  the  GIS 
industry  toward  the  mainstream  of  data  base  and  enterprise 
systems: 

• Distributed,  client/server  computing,  employing  a distributed 
relational  data  base  management  system  (RDBMS)  architecture 

• Full  use  of  standard  commercial  RDBMS  products  from  Oracle, 
Ingres,  and  Sybase  (1992) 

• Full  support  of  emerging  open  systems,  GUI,  networking,  data 
access,  and  operating  systems  technologies  (X  Windows/MOTIF, 
TCP/IP,  NFS,  SQL,  UNIX) 

• Operating  on  multiple  hardware  platforms,  including  Sun 
Microsystems,  DEC,  and  IBM 

• A specialized  Application  Development  Facility,  incorporating 
4GL  development  tools,  GUI  builders,  and  data  and  image 
integration  tools. 
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Company  History 


Key  Products  and 
Services 


GeoVision  is  a long-time  supporter  of  major  GIS  industry 
associations,  and  is  increasingly  involved  in  mainstream  information 
system  and  data  base  management  industry  associations  and 
initiatives. 


GeoVision  was  established  in  the  late  1970s  as  a business  unit 
within  SHL  Systemhouse.  The  business  was  purchased  by  SHL's 
parent,  Kinburn  Technology  Corporation,  in  1984  and  GeoVision 
operated  as  a majority-owned  subsidiary  of  Kinburn  from  1984 
through  1990. 

Kinburn  reported  financial  difficulties  in  March  1990  and  effective 
control  of  GeoVision  was  assumed  by  the  Royal  Bank,  a Kinburn 
creditor,  shortly  thereafter. 

In  November  1990,  over  120  of  GeoVision's  employees  committed 
to  invest  in  the  company.  GeoVision  executives  then  recruited  two 
technology  venture  capital  firms-Noranda  Enterprise  and  Ventures 
West— to  join  them  as  partners  in  structuring  and  funding  the 
transaction. 

Effective  July  1991,  GeoVision  announced  a private  equity 
placement,  along  with  new  ownership.  GeoVision  currently 
operates  as  a privately  held  company,  with  ownership  comprised  of 
many  of  the  company's  more  than  225  employees,  in  partnership 
with  Noranda  and  Ventures  West. 


GeoVision  derives  approximately  70%  of  its  revenue  from  its  GIS 
software  products.  The  remaining  30%  of  revenue  was  derived 
from  maintenance  and  professional  services. 

VISION*,  introduced  during  1991,  replaces  GeoVision's  earlier 
generation  GIS/AMS  product  line. 

• The  VISION*  product  line  is  highly  modular,  with  12  major 
system  modules  in  five  groups  as  follows: 

- Management  modules  (VISION*  Manager  and  VISION* 
Administrator)  have  overall  responsibility  for  data 
administration  and  management. 

- Input  and  revision  modules  (VISION*  Builder,  VISION* 
Builder +,  VISION*  Image,  VISION*  CoGo,  and  VISION* 
Edit)  are  graphical,  interactive  modules  used  to  create  and 
maintain  the  geographic  information. 
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Industry  Markets 


Geographic 

Markets 


- The  customization  module  (VISION*  Developer)  provides 
the  user  with  a 4GL  toolkit  for  adapting  and  extending  the 
system. 

- Analysis  modules  (VISION*DTM  and  VISION*Polygon)  are 
used  to  analyze  spatial  data  in  the  data  base. 

• Output  modules  (VISION*Plot  and  VISION*Query)  handle 
user  inquiries  of  the  data  bases  as  well  as  plotting  tasks. 

• VISION*  supports  UNIX  workstations  and  servers  from  DEC, 
IBM,  and  Sun  Microsystems. 

• Users  of  the  VISION*  software  may  employ  a graphical 
workstation,  PC,  or  X Window  terminal  attached  to  a local-area 
network,  such  as  Ethernet.  The  VISION*  GIS  relational  data 
base  and  associated  management  software  commonly  reside  on  a 
powerful  data  base  server.  Both  the  server  and  the  workstation 
use  the  UNIX  operating  system  (or,  for  DEC  VAX  servers, 
VMS). 

• There  are  currently  over  100  VISION*  customers  worldwide. 

GeoVision  also  provides  specialized  application  starter  sets  for  the 
telecommunications  industry  (VISION ’Telecom)  and  utility 
industry  (VISION ’Utility).  These  applications  provide  a range  of 
specialized  engineering,  planning,  and  maintenance  applications 
targeted  to  these  industries. 

Professional/support  services  provided  by  GeoVision  include 
system  design,  application  development,  project  management, 
training,  and  telephone  support. 


GeoVision  currently  targets  telecommunications  companies, 
utilities  (electric,  gas,  water,  and  pipelines),  and  large  government 
markets. 

The  company  sees  commercial  applications  of  GIS  as  its  next  major 
growth  market. 


GeoVision's  revenue  is  derived  from  the  U.S.  and  international 
sources. 

GeoVision  has  four  major  international  offices,  including  Denver 
(CO),  Ottawa  (Canada),  London  (U.K.),  and  Sydney  (Australia). 
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Each  of  these  offices  offers  complete  sales,  services,  and  support  in 
its  respective  geographical  area. 

The  company  has  installations  in  approximately  20  countries 
worldwide. 
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GERBER  SCIENTIFIC,  INC. 


H.  Joseph  Gerber 
Public  Corporation 
NYSE 


83  Gerber  Road  West 


South  Windsor,  CT  06074 


Chairman  & CEO 
Status: 


Phone:  (203)644-1551 
Fax:  (203)  643-7039 


Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


1,500  (4/93) 
$254,365,000 


4/30/93 


Key  Points 


• Gerber  has  experienced  six  consecutive  quarters  of  revenue  growth. 

• At  the  onset  of  the  recession,  Gerber  Scientific  began  a 
comprehensive  realignment  to  cut  costs  and  optimize  organizational 
and  financial  assets.  Actions  taken  included: 

- Reducing  employment  by  more  than  25%  from  its  peak 

- Consolidating  all  manufacturing  operations  into  company-owned 
facilities 

- Intensifying  asset  management 

- Managing  cash  and  investments  for  higher  returns 

- Combining  the  operations  of  two  smaller  subsidiaries  (Gerber 
Scientific  Instrument  Company  and  Gerber  Systems  Technology, 
Inc.)  into  a new  unit,  Gerber  Systems  Corporation 

• Gerber's  pattern  for  future  growth  incorporates  continued  strategic 
research  and  development,  including: 

- Intensified  research  and  development  during  the  recession 

- Research  and  development  spending  exceeding  8%  of  sales  for 


fiscal  1993 
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Company 

Description 

Gerber  Scientific,  Inc.,  founded  in  1948,  develops,  markets,  and 
supports  CAD/CAM  turnkey  systems  to  automate  the  design  and 
production  processes  in  a range  of  industries,  including  apparel, 
automotive,  aerospace,  electronics,  printing,  metalworking,  footwear, 
optical,  graphic  arts,  silkscreen  printing,  and  signmaking. 

Strategy 

Gerber's  strategy  for  growth  includes  continuing  to  introduce  new 
products  as  solutions  to  manufacturing  problems. 

In  the  signmaking  area,  Gerber  has  launched  a system  that  will 
dramatically  change  how  signs  are  made.  GERBER  EDGE  is  a fully- 
automated  imaging  device  that  can  print  a range  of  colorful  and 
complex  graphics  for  producing  striking  signage. 

In  the  apparel/ materials  handling  area,  Gerber  continues  to  develop 
new  products  to  increase  productivity. 

In  the  interactive  design  and  production  area,  Gerber  has  introduced 
the  Crescent/42™  PlateSetter,  which  allows  up  to  32"x  42"  direct  plate 
imaging.  In  addition,  Gerber  is  rebuilding  its  product  offerings  and 
distribution  networks  and  expects  to  capture  a major  market  share 
overseas  as  it  has  done  in  the  U.S. 

In  the  optical  area,  Gerber's  strategy  is  to  penetrate  the  high-volume 
optical  laboratories  and  super  stores  where  high  quality  and  quick 
turnaround  are  priorities. 

Financials 

Fiscal  1993  revenue  reached  $254.3  million,  a 2%  increase  over  fiscal 
1992  revenue  of  $250.0  million.  Net  income  rose  12%,  from  $7.4 
million  in  fiscal  1992  to  over  $8.3  million  in  fiscal  1993.  A five-year 
financial  summary  follows: 
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GERBER  SCIENTIFIC,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

4/93 

4/92 

4/91 

4/90 

4/89 

Revenue 

• Percent  increase 

$254.3 

$250.0 

$268.4 

$307.2 

$299.3 

(decrease)  from 
previous  year 

2% 

(7%) 

(13%) 

3% 

13% 

Income  before  taxes 
• Percent  increase 

$12.2 

$11.3 

$12.3 

$49.8 

$50.9 

(decrease)  from 
previous  year 

8% 

(8%) 

(75%) 

(2%) 

11% 

Net  income 

$8.3 

$7.4 

$8.0 

$32.4 

$32.9 

• Percent  increase 
(decrease)  from 
previous  year 

12% 

(8%) 

(75%) 

(2%) 

11% 

Earnings  per  share 

$0.35 

$0.31 

$0.34 

$1.36 

$1.35 

• Percent  increase 
(decrease)  from 
previous  year 

13% 

(9%) 

(75%) 

1% 

17% 

Fiscal  1993  results  were  attributed  to  the  following: 

• Product  sales  increased  3%,  partially  offset  by  a 3%  decline  in 
services  revenue. 

• The  sales  gain  occurred  mostly  in  North  America  with  Europe  and 
other  international  markets  registering  smaller  gains.  Export  sales 
remained  a significant  portion  of  the  company's  business, 
representing  40%  of  total  revenue  in  fiscal  1993. 

• The  largest  sales  occurred  in  computer-controlled  cutting  systems  for 
the  apparel  and  allied  industries  and  in  optical  lens  manufacturing 
systems  that  automate  the  production  of  prescriptions  on  eyeglass 
lenses. 

• These  gains  were  partially  offset  by  lower  sales  of  microprocessor- 
and  PC-  controlled  systems  for  the  signmaking  industry. 

- Gerber  has  significant  competition  in  this  market  from  low-end, 
software-only  suppliers,  lowering  sales  volumes  and  profit  margins 
of  signmaking  systems. 
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- Gerber  has  responded  to  the  competition  with  promotional 
pricing  programs,  modifying  distribution  methods,  and 
introducing  GERBER  EDGE,  a new  product  compatible  only 
with  Gerber's  GRAPHIX  ADVANTAGE  signmaking  system  for 
customizing  signs  and  manufacturing  complex  multi-colored  signs. 


Research  and  development  expenses  were  approximately  $21.7  million, 
$22.2  million,  and  $22.3  million  for  fiscal  1993,  1992,  and  1991, 
respectively. 

Revenue  for  the  three  months  ending  July  31,  1993  reached  $64.9 
million,  a 4%  increase  over  $62.4  million  for  the  same  period  in  1992. 
Net  income  reached  nearly  $2.8  million  (including  a $788,000  gain  from 
a change  in  the  method  of  accounting  for  income  taxes)  compared  to 
$1.5  million  for  the  same  period  a year  ago. 


Market 

Financials 


Approximately  70%  of  Gerber  Scientific's  fiscal  1993  revenue  was 
derived  from  the  discrete  manufacturing  industry  and  30%  from  cross- 
industry signmaking  and  graphic  arts  applications. 


Gerber  Scientific's  revenue  is  derived  from  clients  in  the  apparel, 
automotive,  aerospace,  electronics,  metalworking,  footwear,  printing, 
optical,  graphic  arts,  silkscreen  printing,  and  signmaking  industries. 


Gerber  Scientific  derived  100%  of  its  fiscal  1993  revenue  from 
CAD/CAM  turnkey  products  and  maintenance  services.  A three-year 
summary  of  source  of  revenue  follows: 


GERBER  SCIENTIFIC,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

4/93 

4/92 

4/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Product  sales 

$214.0 

83% 

$208.3 

83% 

$222.5 

83% 

Service 

40.3 

17% 

41.7 

17% 

45.9 

17% 

TOTAL 

$254.3 

100% 

$250.0 

100% 

$268.4 

100% 
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Geographic  Approximately  52%  of  Gerber  Scientific's  fiscal  1993  revenue  was 

Markets  derived  from  the  U.S.  and  48%  from  international  sources  (including 

export  sales).  A three-year  summary  of  source  of  revenue  follows: 


GERBER  SCIENTIFIC,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

4/93 

4/92 

4/91 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

$132.2 

52% 

$128.2 

51% 

$128.8 

48% 

International  (a) 

122.1 

48% 

121.8 

49% 

139.6 

52% 

TOTAL 

$254.3 

100% 

$250.0 

100% 

$268.4 

100% 

(a)  Includes  export  revenue  of  approximately  $102.2  million,  $101.3  million,  and  $114.9  million  for  fiscal 
1993,  1992,  and  1991,  respectively. 


Operations/  Gerber  Scientific  conducts  its  business  through  four  wholly  owned 

Structure  operating  subsidiaries  as  follows: 

• Gerber  Garment  Technology,  Inc.  (GGT)  designs,  develops, 
manufactures,  markets,  and  services  computer-controlled  systems  for 
materials  handling,  marker-making  (nesting),  cutting,  and  spreading 
of  flexible  materials  such  as  fabrics  and  composites,  in  the  apparel, 
aerospace,  automotive,  furniture,  and  other  industries. 

• Gerber  Scientific  Products,  Inc.  (GSP)  designs,  develops, 
manufactures,  markets,  and  services  microprocessor-  and  PC- 
controlled  production  systems  for  the  signmaking,  graphic  arts,  and 
silkscreen  printing  industries. 

■ The  Gerber  Systems  Corporation  (GSC)  designs,  develops, 

manufactures,  markets,  and  services  turnkey  interactive  design  and 
production  systems  for  the  aerospace,  automotive,  electronics, 
industrial  machinery,  footwear,  printing,  and  consumer  products 
industries. 

• Gerber  Optical,  Inc.  designs,  develops,  manufactures,  markets,  and 
supports  computer-controlled  production  systems  for  the  optical-lens 
manufacturing  industry. 
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Major  U.S.  sales  offices  are  in  Atlanta,  Chicago,  Dallas,  Detroit, 
Hartford,  Los  Angeles,  and  New  York  City.  Numerous  additional  sales 
offices  are  in  other  metropolitan  areas. 

International  subsidiaries  are  in  Belgium,  Germany,  Italy,  France, 
Portugal,  the  U.K.,  Sweden,  Canada,  Mexico,  Australia,  New  Zealand, 
and  Hong  Kong. 


Key  Products  A three-year  summary  of  source  of  revenue  by  product  line  follows: 

and  Services 

GERBER  SCIENTIFIC,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

4/93 

4/92 

4/91 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

PRODUCT  LINE 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Cutting,  nesting,  and 
material  handling 
systems 

$139.9 

55% 

$127.5 

51% 

$123.5 

46% 

Microprocessor-  and 
PC-controlled 

• 

production  systems 

76.3 

30% 

85.0 

34% 

93.9 

35% 

Interactive  production, 
photoplotting,  drafting, 
mechanical  design,  and 
manufacturing  systems 

28.0 

11% 

30.0 

12% 

42.9 

16% 

Optical-lens 
manufacturing  systems 

10.1 

4% 

7.5 

3% 

8.1 

3% 

TOTAL 

$254.3 

100% 

$250.0 

100% 

$268.4 

100% 

Gerber  Scientific's  CAD/CAM  product  offerings  are  summarized  by 

application  area  as  follows: 

CAD/CAM  Cutting,  Nesting,  and  Material-Handling  Systems: 

• The  GERBERcutterR  family  of  computer-controlled  cutting  systems 
cuts  parts  from  single  and  multiple  layers  of  flexible  materials,  such 
as  textiles,  vinyls,  plastics,  fiberglass,  and  advanced  composite 
materials. 

• GERBERlabeler™  labels  pieces  on  the  material  prior  to  cutting. 
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• GERBERspreader™  spreads  fabric  for  cutting. 

• AccuMark™  200  and  500  systems  are  a PC  DOS-based  family  of 
pattern  design,  pattern  grading,  and  marker  making  systems. 

• AccuMark  700  AWS  (Advanced  Workstation)  is  a UNIX 
workstation-based  pattern  design,  pattern  grading,  and  marker 
making  system. 

• AccuMark  Silhouette™  systems  allow  the  pattern  maker  to  use  a 
computer  interactively  to  develop  patterns  using  traditional  pattern 
making  tools  and  methods. 

• AccuMark  700  File  Server  is  a networking  system  that  allows 
manufacturers  to  network  different  systems  to  a central  data  base 
controller  and  data  storage. 

• Creative  Designer™,  for  apparel  and  allied  industries,  allows  a 
designer,  illustrator,  or  artist  to  create  fashion  illustrations  using  a 
computer,  display  screen,  and  peripheral  devices  for  color  input  and 
output. 

• AccuRoller™  600  accepts  large  rolls  of  plotted  markers,  then  rolls 
each  marker  individually,  separates  them  by  cutting  each  marker 
from  the  large  roll,  seals  the  separated  marker,  then  deposits  the 
market  into  a storage  bin  for  retrieval. 

• AccuMark  Scan  100  is  an  automatic  pattern  input  device. 

• Creative  Designer™  systems  provide  computer-aided  design  for  the 
apparel  and  allied  industries. 

• GERBERmoverR  systems  move  and  control  the  work  flow  among 
sewing  operators. 

• IMPACT™  systems  support  forecasting,  costing,  and  production 
planning  for  the  sewn-goods  industry. 

• AccuMark  Spectrum™,  Gerber's  newest  product,  is  a product 
management  system  that  tracks  products  through  the  development 
cycle,  along  with  production  and  quality  requirements. 

• AccuPlot™  series  of  plotters  are  digital-controlled  high-speed  flat- 
bed plotters. 
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CAD /CAM  Microprocessor-  and  PC-Controlled  Production  Systems: 

These  systems  support  the  signmaking,  silkscreen  printing,  and  graphics 
industries  with  a range  of  automated  lettering  systems,  scanners, 
digitizers,  plotters,  routers,  and  PC-based  systems. 

• The  GRAPHIX  ADVANTAGE™  system  series  is  a complete  sign 
and  graphic  design  system  based  on  a full  range  of  386  and  486  PC 
AT-compatible  computers. 

• Kanji  GRAPHIX  ADVANTAGE,  introduced  in  1992,  is  a 
signmaking  system  specifically  designed  for  the  Japanese  market. 

• Dimension  200™,  introduced  in  1992,  is  a small  tabletop  routing 
system  that  can  rout,  engrave,  plot,  and  stencil-cut  letters. 

• ADVANTAGE  Router™  400  and  ADVANTAGE  Router  600  are 
large-area  routers  that  interface  with  Gerber's  PC-based  GRAPHIX 
ADVANTAGE.  These  machines  can  cut  any  routable  material, 
including  plastic,  metal,  and  wood. 

• Signer™  is  an  economical  desktop  lettering  system  targeted  to 
schools,  hospitals,  corporations,  government  agencies,  museums,  and 
other  markets  to  provide  directional  signage. 

• ScreenJet™  is  a PostScript-compatible  screen  imaging  system  for 
textile  screenprinting.  The  system  images  directly  from  a Macintosh, 
GRAPHIX  ADVANTAGE,  IBM  PC,  or  compatible  system  onto  an 
emulsion-coated  screen. 

• GERBER  EDGE™,  introduced  in  1993,  is  a new  output  device  for 
the  sign,  screenprinting,  and  graphics  industries  that  creates 
continuous  length,  durable,  professional-quality  text  and  graphics  on 
perforated  vinyl. 

• Gerber  also  offers  a range  of  aftermarket  supplies,  including  a 
library  of  over  300  type  styles  for  signmaking,  adhesive-backed 
vinyls,  films,  and  other  materials. 

CAD /CAM  Interactive  Photoplotting,  Drafting,  Mechanical  Design,  and 
Manufacturing  Systems: 

Gerber's  interactive  photoplotting  systems  are  task-oriented,  computer- 
based  systems  that  automate  the  production  of  artwork,  tooling,  and 
documentation  for  printed  circuit  boards  (PCBs),  and  the  preparation 
of  printing  plates. 
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• Gerber  laser  photoplotters  draw  with  a beam  of  light  on 
photographic  film  or  glass. 

• Crescent/30™  Laser  Photoplotter  provides  economical  output  for 
IBM  PC-CAD  or  UNIX  systems. 

• Crescent/42™  PlateSetter  provides  up  to  eight  pages  of  complete 
direct-to-plate  laser  imaging. 

• The  LE55  laser  imager  for  the  printing  industry  is  used  to  expose 
printing  plates  directly. 

• Gerber's  drafting  systems  are  used  to  automate  the  production  of 
engineering  drawings  for  the  automotive,  aerospace,  shipbuilding, 
mapmaking,  and  other  industries.  The  systems  include  a control  unit 
and  a plotter. 

• The  SABRE-5000™  is  Gerber's  current  generation  of  mechanical 
design  and  computer-integrated  manufacturing  systems  and  is  based 
on  the  UNIX  operating  system. 

• ShoeMaker™  automates  footwear  design,  pattern  engineering, 
grading,  and  up-front  manufacturing. 

CAD/CAM  Optical- Lem  Manufacturing  Systems: 

The  Optical  Manufacturing  System  (OMS)  is  a microprocessor-based 

product  line  that  produces  accurate  plastic  ophthalmic  eyeglass  lenses. 

Marketing 
and  Sales 

Most  of  Gerber  Scientific's  product  sales  are  to  end-users  and  are  sold 
through  the  company’s  direct  sales  force  in  the  U.S.,  subsidiaries  in 
Europe,  Canada,  Mexico,  Australia,  New  Zealand,  and  the  Far  East, 
and  independent  sales  representatives  and  distributors  in  various  parts 
of  the  world. 

Gerber's  microprocessor-  and  PC-controlled  production  systems  are 
sold  principally  to  independent  distributors  for  resale  by  them. 

Domestic  sales  personnel  are  located  in  a number  of  cities,  including 
Hartford,  New  York,  Atlanta,  Chicago,  Detroit,  Dallas,  and  Los 
Angeles. 

Foreign  sales  and  service  subsidiaries  are  in  Belgium,  Germany,  Italy, 
France,  Portugal,  the  U.K.,  Sweden,  Canada,  Mexico,  Australia,  New 
Zealand,  and  Hong  Kong. 
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Competitors 


In  mechanical  design  and  manufacturing  systems,  Gerber  Scientific 
competes  with  companies  offering  middle-  to  high-end  solutions. 

Major  competitors  include  IBM,  Computervision,  Intergraph,  Hewlett- 
Packard,  and  Schlumberger. 

In  footwear  design  engineering  and  manufacturing  systems,  the 
company  competes  with  various  domestic  and  foreign  companies. 
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Phone:  (847)824-4500 

Internet:  www.getronics.nl 

Fax:  (847)824-4526 

Chairman: 
President  & CEO: 
Status: 
Employees: 
Revenue: 

Fiscal  Year  End: 


J.C.  Bakker 
A.H.J.  Risseeuw 
Public 
5,937  (12/96) 
$1,278,000,000 
12/31/96 


Key  Points 

• Getronics  is  a major  European  IT  services 
vendor,  headquartered  in  the  Netherlands, 
with  a major  focus  on  desktop  automation, 
network  services,  and  telematics. 

• In  1996,  Getronics  brought  RAET,  a Dutch 
leading  provider  of  HR  and  automation 
solutions  for  the  professional,  health,  and 
government  markets. 

• One  of  the  company’s  strategic  objectives 
is  to  increase  its  international  business. 


Company  Description 

Getronics  Service  started  under  the  name  of 
Geveke  Electronica  Service  in  1968  providing 
after-sales  service  of  computer  and  peripheral 
products,  sold  by  its  parent  Geveke 
Electronica.  Geveke  entered  the  third-party 
maintenance  market  in  1978  and  soon  became 
the  market  leader  in  Benelux. 

In  1983,  the  service  department  split  off  from 
its  parent  and  Getronics  was  formed.  The 
company  has  been  listed  on  the  Amsterdam 
Stock  Exchange  since  1985  and  on  the  SEAQ 
International  in  London  since  1993.  The 
company’s  shares  are  spread  mostly  over  a 
large  number  of  institutional  investors  in  the 
Netherlands,  the  U.S.,  and  the  U.K. 
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Getronics  has  widened  its  scope  beyond  the 
TPM  market  and  declared  its  mission  to 
provide  “integrated  IT  solutions  through 
systems  integration,  services,  and  information 
systems  and  network  management.” 

The  company  has  further  expanded  its 
activities  outside  Benelux  and  is  now  present 
through  subsidiaries  in: 

• The  Netherlands 

• Belgium 

• Luxembourg 

• Norway 

• Denmark 

• U.K. 

• Germany 

• Switzerland 

• Spain 

• Italy 

• U.S. 

Many  of  the  company’s  subsidiaries  operate 
under  different  names,  such  as 

• Getronics  Service  (Benelux) 

• Gematica  (Spain) 

• Getech  (U.K.) 

• Intercai  (U.K.,  U.S.,  Spain,  Germany, 

Italy) 

• Cinet  Service  (Scandinavia) 

Operations  and  Structure 

Getronics  is  divided  into  a number  of 
complementary  business  units,  each 
specializing  in  a specific  area  of  information 
and  communication  technology.  The  company 
has  grouped  its  specialized  business  units 
around  eight  Centers  of  Competence: 


• IT  and  Telematics  Consultancy 

• Software  and  Continuity  Services 

• Information  Systems  Management 

• Networks  and  Network  Services 

• Telematics  Installation 

• Telecommunications 

• Desktop  Automation 

• Industrial  Automation 

Employees 

During  1996,  Getronics  had  an  average  of 
5,610  employees  worldwide,  segmented  as 
follows: 


Netherlands 

4,563 

(81%) 

Other  EU  Countries 

557 

(10%) 

Rest  of  the  world 

490 

(9%) 

5,610 

100% 

At  the  end  of  1996,  Getronics  had  5,937 
employees  worldwide. 

Exhibit  1 shows  the  company’s  average  staff 
number  by  major  activity. 


Exhibit  1 

Getronics 

1996  Employees  by  Service  Activity 


Service  Area 

Number  of 
Employees 

Percent 
of  Total 

Software  & Consultancy 

1,739 

31% 

Computer  & Network 
Services 

2,468 

44% 

ICT  Systems 

1,403 

25% 

Average  Staff  Number 

5,610 

100% 

Source:  Getronics 
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Company  Strategy 

Getronics’  strategic  directions  are  contained 
in  the  following  six  major  goals: 

• Continue  internal  growth  above  market 
average 

• Aim  to  occupy  a position  in  the  top  three  in 
all  its  product/market  combinations 

• Provide  a flexible  cost  structure 

• Increase  added  value  by  emphasizing  the 
provision  of  high-quality  services  and  the 
development  of  vertical  specialization  by 
sector  or  industry 

• Focus  on  external  growth  and  alliances  to 
support  the  company’s  growth  strategy 

• Increase  internationalization  from  a solid 
home  base 

Acquisitions/Divestitures 

Getronics  has  grown  strongly  over  the  past 
five  years,  fueled  by  acquisitions.  As 
mentioned,  this  remains  a strategic  objective 
for  the  company.  Getronics  applies  the 
following  criteria  for  evaluation  of  potential 
acquisition  targets: 

• Will  it  be  a positive  contribution  to  the 
company’s  value  by  providing  a 
complementary  portfolio  of  products  and 
services? 

• Will  it  contribute  to  further 
internationalization? 


• Is  it  manageable  to  ensure  good  progress 
after  acquisition? 

• Will  there  be  diluting  effect  on  earnings 
per  share? 

Acquisitions 

Getronics’  major  recent  acquisition  is  RAET 
NV.  In  December  1996,  Getronics  increased 
its  stake  in  the  Dutch  professional  services 
vendor  from  50%  to  100%.  The  company  had 
acquired  the  50%  stake  in  late  1995;  the 
remaining  50%  was  held  by  the  state-owned 
Roccade  Informatica  Groep.  Getronics  bought 
the  remaining  part  of  RAET  after  the  Dutch 
government  obstructed  plans  for  a merger 
between  Getronics  and  Roccade.  No  details  of 
acquisition  terms  were  disclosed. 

The  acquisition  of  RAET  has  increased 
Getronics’  capabilities  in  personnel  systems  as 
well  as  broader  IT  services  markets.  RAET  is 
a leading  provider  of  EDP  solutions  for  the 
professional,  health,  and  government 
markets,  and  has  a strong  international 
presence  as  an  IT  solutions  provider  to  large 
corporations. 

Financials 

Getronics’  1996  revenue  reached  Dfl  2,211 
million  ($1,278  million),  a 30%  increase  over 
1995  revenue  of  Dfl  1,703  million.  Net  income 
rose  35%,  from  Dfl  98  million  ($56  million)  in 
1995  to  Dfl  132  million  ($76  million)  in  1996. 

A five-year  financial  summary  is  shown  in 
Exhibit  2. 
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Exhibit  2 


Getronics 

Five-Year  Worldwide  Financial  Summary 


Fiscal  Year 

Item 

1996 

1995 

1994 

1993 

1992 

Revenue  ($  Millions) 

$1,278 

$984 

$815 

$753 

$593 

Revenue  (Dfl  Millions) 

2,211 

1,703 

1,410 

1,302 

1,026 

• Percent  change  from 
previous  year 

30% 

21% 

8% 

27% 

24% 

Income  before  taxes  ($  Millions) 

$116 

$91 

$72 

$58 

$52 

• Percent  change  from 
previous  year 

27% 

27% 

24% 

11% 

22% 

Net  income  ($  Millions) 

$76 

$56 

$46 

$38 

$35 

Net  income  (Dfl  Millions) 

132 

98 

80 

66 

61 

• Percent  change  from 
previous  year 

35% 

22% 

22% 

8% 

14% 

Revenue  per  employee  ($  Millions) 

$0,227 

$0,223 

$0,213 

$0,198 

$0,188 

Revenue  per  employee  (Dfl  Millions) 

0.394 

0.388 

0.368 

0.342 

0.325 

Earnings  per  share  (Dfl) 

1.52 

1.14 

0.95 

0.79 

0.75 

• Percent  change  from 
previous  year 

33% 

20% 

20% 

5% 

N/A 

Exchange  rate  used:  Dfl  1.73  to  1 U.S.$  Source:  Getronics 


INPUT  estimates  that  the  acquisition  of 
RAET  contributed  approximately  $240  million 
to  Getronics’  revenue  for  1996. 

INPUT  estimates  that  Getronics’  worldwide 
1996  revenue  was  derived  approximately  as 
shown  in  Exhibit  3. 


Exhibit  3 

Getronics 

Revenue  by  Service  Mode,  1996 


Service  Mode 

Revenue 

in 

$ Millions 

Percent 
of  Total 

Customer  Services 

320 

25% 

SI  & Turnkey  Systems 

192 

15% 

Network  Services 

190 

15% 

Professional  Services 

155 

12% 

Software  Products 

115 

9% 

Processing  Services 

64 

5% 

Outsourcing 

62 

5% 

Other 

180 

14% 

Total  Software  & Services 

$1,278 

100% 

Source:  INPUT  Estimates 
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Market  Financials 

Approximately  27%  of  Getronics’  1996 
revenue  was  derived  from  the  manufacturing 
industry,  25%  from  the  government  and  non- 
profit organizations,  23%  from  trade, 
transport,  media  and  telecom,  and  25%  from 
the  financial  and  business  services  segment. 

Exhibit  4 shows  INPUT’S  estimates  of  U.S. 
and  European  revenue  by  industry  market  in 
1996. 

Exhibit  4 

Getronics 

1996  U.S.  and  European  Revenue  by 
Industry  Market 


Industry  Market 

U.S. 

Percent  of 
Total 

Europe 
Percent  of 
Total 

Financial  Services 

12% 

24% 

Manufacturing 

30% 

26% 

Communications 

15% 

10% 

Government 

5% 

27% 

Transport  & Travel 

20% 

8% 

Other 

18% 

5% 

Total 

100% 

100% 

Source:  INPUT  estimates 


Geographic  Markets 

In  1996,  Getronics  generated  approximately 
74%  or  $944  million  of  its  worldwide  revenue 
in  its  domestic  market.  INPUT  estimates 
that  Getronics  had  U.S.  revenue  of  around 
$115  million. 

Exhibit  5 shows  an  estimate  of  Getronics’ 
European  revenue  by  country  in  1996. 


Exhibit  5 

Getronics 

European  Revenue  by  Country,  1996 


Country 

Revenue 
($  Millions) 

Percent 
of  Total 

The  Netherlands 

925 

80% 

Belgium/Luxembourg 

95 

8% 

Germany 

60 

5% 

Rest  of  Europe 

80 

7% 

Total  European  Revenue 

$1,160 

100% 

Source:  INPUT  estimates 


Key  Products  and  Services 

Getronics’  main  offerings  are  related  to  the 
desktop  automation,  networking,  client/server 
and  communications  areas.  Networking 
services  cover  local-  and  wide-area  networks, 
including  PABX. 

The  company’s  mission  is  to  minimize  the  cost 
of  ownership  for  its  customers  and  guarantee 
the  maximum  availability  of  their  desktop  and 
network  systems. 

Integrated  Services 

Under  this  term,  which  is  key  to  Getronics’ 
mission,  the  company  groups  together  several 
of  its  services  offerings.  Examples  of  the 
services  offered  are: 

• Procurement  and  logistics  support 

• Total  network  and  installation 
management 

• Network  audits  and  tuning 

• Change  management 

• Service  level  management 

• Help  desk  services 

• PC  application  services 

• Facility  management 
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Software  and  Network  Support 
Getronics  offers  software  support  for  common 
operating  systems  and  application  software, 
including  network  software,  such  as  Banyan 
Vines,  IBM  LanServer,  MS  Advanced  NT 
Server,  and  Novell  Netware. 

In  addition,  file  server  recovery  support,  help 
desk  services,  and  antivirus  services  are 
available. 

The  company  supports  networking  hardware 
from,  among  others,  3Com,  Cisco,  Newbridge, 
Synoptics,  and  UB  Networks. 

Professional  Services 
Getronics  will  provide  a wide  range  of 
associated  professional  services  to  support  its 
mission  and  services  strategy.  These  include: 

• Consultancy  services 

• Outsourcing  and  facilities  management 

• Refurbishment  services 

• Training 
Other  Services 

Among  its  services,  Getronics  is  still  active  in 
its  traditional  market  of  hardware 
maintenance,  where  it  covers  almost  all 
makes  of  PCs,  peripherals  and  communication 
equipment.  The  company  further  supports  a 
range  of  minicomputers  and  UNIX  systems, 
including: 

• Acer-Altos  Unix  Systems 

• Digital  Alpha  products 

• HP  9000  series 

• IBM  System  3X,  AS/400,  and  RS/600 
ranges 

• NCR  Tower  range 

• Sun  Microsystems  products 


Further,  Getronics  offers  disaster  recovery 
and  fourth-party  repair  services. 

RAET 

With  the  acquisition  of  RAET,  Getronics  has 
added  the  following  areas  to  its  capabilities, 
with  automation  solutions  and  services 
focused  on: 

• Payroll  and  HR  systems 

• Financial  and  logistics  systems 

• General  trade,  industry,  and  business 
services  systems 

• Government  and  public  utility  systems 

• Health  care  and  welfare  systems 

• Office  systems 

Competence  Centers 
The  following  provides  an  overview  of 
Getronics’  offerings  and  the  subsidiaries 
providing  them,  structured  around  the 
company’s  eight  competence  centers. 

IT  and  Telematics  Consultancy 

Provided  by  Intercai  and  Synergie 
Consultancy,  offerings  include: 

• Data  processing  and  information  planning 

• Audits 

• Automation  and  telematics 

• Document  information  systems 

• Interim  and  project  management 

• Consultancy 

Telematics  Installation 

Provided  by  Electric  Engineering  and 
Getronics  Installation  Services,  these  services 
cover  aspects  of  telematics  cabling  and  retail 
systems  engineering. 
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Software  and  Continuity  Services 

Provided  by  Getronics  Software,  RAET  IT 
Services,  RAET  Personele  Systemen,  and 
Computer  Uitwijk  Centrum,  services  include: 

• Information  analysis 

• Development  tools 

• Standard  software  applications 

• Development,  implementation,  and 
maintenance 

• Design  and  integration  of  applications  and 
systems 

• Disaster  recovery  services 

• Outsourcing  of  data  processing 
Telecommunications 

Provided  by  Getronics  Telecom,  Vanandel, 
and  Koning  en  Hartman  Telecommunicatie, 
offerings  include: 

• Systems  integration  and  related  services 
for  telecommunications  and  telematics 

• Call  center,  dealing,  and  control  room 
automation 

Networks  and  Networks  Services 

Provided  by  Databrain,  Getronics  Networks, 
Getronics  Network  Services,  Getronics 
Transaction  & Card  Systems,  and  VAR 
Networks,  offerings  include: 

• Design,  implementation,  and  maintenance 
of  network  infrastructures 

• Network  management  systems 

• Outsourced  network  management  services 


• Development  and  management  of 
electronic  payment  and  chip  card  systems 
and  related  services 

• Integration  of  networking  systems, 
including  Internet/intranet  technology 

Information  Systems  Management 

Services  are  provided  by  Cinet  Service, 
Bedrijfs  Telecommunicatie  Services, 
Gematica,  Getronics  Service,  Getronics 
Manufacturer  Services,  Koning  en  Hartman 
Services,  and  RAET  Personele  Systemen. 
Capabilities  include: 

• Disaster  recovery  services 

• Systems  and  network  management 

• IT  migration  projects 

• Logistics  services 

• Procurement,  recycling,  and 
refurbishment 

Desktop  Automation 

In  this  area,  services  are  provided  by  Cinet 
AS,  Diode  Informatica,  Getech  Ltd,  Getronics 
Iberia,  Geveke  Electronics  Belgie,  and  RAET 
Systems  & Services.  Areas  covered  by  this 
competence  center  are  based  on  PCs  and 
workstations.  Services  include: 

• Client/server  solutions 

• Workflow  and  groupware  applications 

• Operational  management 

• Training 
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Industrial  Automation 

Industrial  automation  is  provided  by 
Getronics  Iberia,  Geveke  Electronics  IE, 
Klaasing  Electronics,  Koning  en  Hartman  IE. 
The  company’s  capabilities  in  this  area 
include  managing  and  implementing  large 
projects  for  integrated  production  automation 
systems. 

Exhibit  6 


Clients 

Exhibit  6 provides  an  overview  of  some  of 
Getronics’  major  clients. 


Getronics 

A Selection  of  Major  Clients 


Industry  Sector 

Client 

Government 

Dutch  Ministry  of  Justice 
Dutch  Royal  Army 
Copenhagen  Public  Services 
Norwegian  Police  Force 
European  Commission 

Banking  and  Finance 

ABN  AMRO  Bank 
ING  Bank 
Deutsche  Bank 
Rabobank 

Retail  and  Wholesale  Distribution 

MAKRO 

Albert  Heijn  Supermarkets 

Travel  and  Transport 

Dutch  Railways 
DHL 
Martinair 
SABENA 

Telecommunications  and  Media 

PTT  Telecom  Operator  Services 

Libertel 

CallMax 

Manufacturing 

Shell  International  Exploration  & Production 

Dow  Chemical 

Celtona 

Endesa 

Source:  Getronics 
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Alliances 

Getronics’  alliances  include  the  following 

agreements: 

• ICL  Sorbus  Europe-A  cooperation 
agreement  to  provide  total  coverage  of 
maintenance  services,  including 
mainframes 

• ITS-A  cooperation  agreement  that  expands 
Getronics’  coverage  of  network  services 

• In  February  1997,  Getronics  teamed  up 
with  Applied  Communications  Inc.  The 
two  companies  will  cooperate  to  offer 
third-party  processing  services  in  areas 
such  as  electronic  payments  and 
declarations. 

Getronics  has  partnerships  with  a range  of 

technology  companies,  such  as: 

• Hewlett-Packard 

• Microsoft 

• Cisco  Systems 

• Newbridge 

• Sun  Microsystems 

• Motorola 

• Lotus 


INPUT  Assessment 

Getronics  has  shown  solid  growth  in  recent 
years  on  the  basis  of  a sound  acquisition 
strategy  and  strong  financial  management. 
The  company  has  become,  especially  after  the 
RAET  acquisition,  one  of  the  largest  European 
IT  services  companies,  particularly  in  the 
customer  services  market. 

Getronics  has  built  up  a good  reputation  in  its 
traditional  marketplaces,  i.e.,  the  Netherlands 
and  the  government  sector,  and  has  managed 
to  sustain  this  reputation  in  the  industry. 

One  of  Getronics’  key  strategic  objectives  is  to 
internationalize  its  business.  Nevertheless, 
despite  the  RAET  acquisition  which  brought 
some  increased  international  presence,  the 
company  still  generates  the  majority  of  its 
revenue  in  its  domestic  market. 

Further,  from  1995  to  1996,  Getronics  grew 
its  international  business  by  only  21%, 
compared  with  a domestic  growth  rate  of  33%. 
In  order  to  realize  its  expansion  strategy,  the 
company  needs  to  start  raising  its  profile 
outside  its  home  market. 

However,  with  a myriad  of  trading  names  in 
different  countries,  the  company  may  be 
making  image-building  more  difficult.  A 
uniform  name  and  profile  across  Europe  and 
the  U.S.  could  support  Getronics’  expansion 
plans  and  certainly  make  it  easier  to  convince 
customers  that  the  company  has  a wide 
transnational  coverage  and  support  system. 


Getronics 
June  1997 
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GLOBAL  INFORMATION  Thomas  T.  Chen,  President 

SYSTEMS  TECHNOLOGY,  INC.  Private  Company 

100  Trade  Centre  Drive  Total  Employees:  40 

Suite  301  Total  Revenue,  Fiscal  Year  End 

Champaign,  IL  61820  12/31/91:  $2,100,000 

Phone:  (217)352-1165 

Fax:  (217)352-9307 


The  Company  Global  Information  Systems  Technology  (GIST)  was  formed  in 

1979  to  develop  a highly  portable  computer-based  training  system 
and  other  services  to  develop  automated  training  systems. 

Currently,  GIST  provides  applications  software,  turnkey  systems, 
and  systems  integration  services.  GIST  is  also  a value-added 
reseller  for  Sony  Videologic  and  is  an  authorized  reseller  for 
Everex. 

As  of  January  1992,  GIST  had  approximately  40  employees, 
segmented  as  follows: 


Marketing/sales  9 

Customer  support/software  services  3 
Product  development  23 

General  and  administrative  5 

40 


Key  Products  and  Approximately  75%  of  GIST's  revenue  is  derived  from  information 
Services  services.  Approximately  39%  of  information  services  revenue  was 

derived  from  applications  software,  39%  from  turnkey  systems,  and 
22%  from  systems  integration,  software  maintenance,  and  training 
services  associated  with  the  company's  software  and  turnkey 
systems. 

• Non-information  services,  which  contribute  approximately  25% 
to  revenue,  include  sales  of  standalone  AT&T  computers  and  the 
development  and  manufacturing  of  black  boxes. 

The  Training  Icon  Environment  (TIE™),  introduced  in  November 
1988,  is  GIST's  computer-based  training  authoring  and  delivery 
system  for  both  MS-DOS  and  UNIX  environments. 
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• TIE  allows  courseware  designers  to  create,  deliver,  and  maintain 
interactive  computer-based  training  applications,  without 
programming  assistance. 

• The  software  supports  any  graphics  package  that  works  with 
Microsoft  Windows.  TIE  is  upwardly  compatible  with  Accord 
and  provides  an  interface  to  the  Accord  authoring  system  when 
specialized  programming  is  required. 

• TIE  consists  of  four  components: 

- Authoring  aids  allow  development  of  computer-based 
courseware. 

- Computer  Management  Instruction  provides  on-line  course 
and  lesson  administration. 

- The  TUTOR  Language  Processor  includes  TUTOR,  a high- 
level  language  developed  specifically  for  computer-based 
training,  and  the  Runtime  Executor. 

- The  Training  Management  Utility  Package  includes  modules 
for  student  management,  resource  management,  course 
scheduling,  and  data  base  management. 

• TIE  operates  on  IBM  PC  and  compatible  computers  running 
MS-DOS,  UNIX  System  V,  or  UNIX  Berkeley  4.2  version 
operating  systems.  GIST  sells  the  software  separately  or  bundled 
with  hardware. 

• Software  only  is  priced  at  $2,500.  The  price  for  turnkey  systems 
is  $5,000  and  up,  depending  on  the  hardware  configuration. 

• Currently,  there  are  approximately  400  software-only 
installations  and  800  turnkey  system  installations. 

The  Training  Management  System  (TMS)  is  a turnkey  training 
management  system.  TMS  organizes  and  manages  training 
scheduling,  including  information  on  instructors,  training  room 
facilities,  training  equipment,  and  students. 

• TMS  is  available  on  32-bit  microcomputers  or 
supermicrocomputer  hosts. 

• A single  TMS  is  capable  of  running  very  large  corporate  training 
facilities. 

■ The  software  ranges  in  price  from  $8,000  to  $60,000. 
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GIST  currently  offers  workshops  for  courseware  development 
professionals. 

• Workshops  are  usually  hands-on  exercises  supported  by  student 
workbooks,  software  product  manuals,  and  an  on-site  instructor. 
Workshops  range  from  two  days  to  a week  in  length. 

• Workshops  are  available  at  GISTs  training  facility  or  at  the 
customer  company  site.  For  on-site  workshops,  training  costs  are 
$600  per  day  plus  $60  per  student  per  day,  and  travel,  lodging, 
and  per  diem  expenses.  For  scheduled  workshops  at  GIST, 
training  costs  are  $600  per  student  per  week.  Class  size  is  limited 
to  ten  students. 

GIST  provides  additional  services  associated  with  Accord,  including 
systems  integration  and  software  maintenance.  Hardware 
maintenance  contracts  are  available  through  GIST. 

Industry  Markets 

In  1991,  GIST  derived  approximately  80%  of  its  revenue  from  the 
federal  government  and  20%  from  various  other  industries. 

Geographic 

Markets 

One  hundred  percent  of  GIST's  1991  revenue  was  derived  from  the 
U.S. 

Computer 

Hardware 

GIST  has  the  following  computers  installed  for  research  and 
development  and  customer  support: 

• 70  various  microcomputers 

• 3 AT&T  3Bs 

• 1 DEC  Micro  VAX 

• 2 Sun  SPARCstations 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


Global  Internet  Access  Services, 


August  1996 

Inc. 


Chairman  & CEO:  Dennis  Rohan 

Stanford  Research  Park 

755  Page  Mill  Road 

Suite  A-101 

Palo  Alto,  CA  94304 

Phone:  (415)855-1700 

Fax:  (415)855-1715 

Internet:  http://www.globalinternet.com 


Global  Internet 


Status:  Private 

Employees:  100+  (8/96) 

Revenue:  $15,000,000* 

Fiscal  Year  End:  12/31/95 

* Company  estimate 

Company  Description 

Global  Internet  Access  Services,  Inc.,  formed 
in  1993,  provides  consulting,  design,  Internet, 
and  intranet  access  services,  security 
software,  and  technical  support,  primarily  for 
mid-sized  companies. 

Company  Strategy 

Global  Internet  positions  itself  as  a one-stop 
provider  of  enterprise  internetworking 
solutions  with  an  emphasis  on  Windows  NT. 


Organization  and  Structure 

Global  Internet  has  three  strategic  business 
areas  focused  on  allowing  organizations  to 
build,  manage,  and  secure  their  networks: 
Internet  Integration  Services  Vendor,  ISP 
(Internet  Service  Provider),  and  firewall 
software  products. 

Global  Internet  is  headquartered  in  Palo  Alto 
(CA).  The  company  has  the  following  business 
units: 

• Global  Internet  Network  Services,  based  in 
Lincoln  (NE),  provides  Internet  access  and 
other  on-line  services,  as  well  as  24-hour 
technical  support. 
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• Cohesive  Systems,  a Global  Internet 
Company  based  in  San  Mateo  (CA),  provides 
network  design  and  integration  capabilities. 

• Forte  Systems,  A Global  Internet  Company- 
based  in  Romeoville  (IL),  provides  network 
design  and  integration  capabilities. 

• The  Global  Internet  Software  Group,  located 
in  San  Mateo  (CA)  and  Champaign  (IL), 
produces  Global  Internet’s  line  of  Centri 
network  security  products  for  Windows  NT. 

Key  executives  are  listed  below: 


Global  Internet 
Key  Executives 


Name 

Title 

Dennis  Rohan 
Ed  Kramer 
Mark  Kriss 
Phillip  Marson 

Chairman  and  CEO 
VP  Finance 
Executive  VP 
VP  Sales 

Financials 

Global  Internet  generated  approximately  $15 
milbon  during  1995. 

The  company  estimates  that  1996  revenue 
will  reach  $28  million. 

Source  of  Revenue  by  Product  / Service 

Global  Internet’s  1995  revenue  was  derived 
approximately  as  follows: 


Internet  Service  Provider 30% 

Internet  Integration  Services 60% 

Firewall  software/security  serv 10% 


100% 

Industry  Markets 

Global  Internet  markets  its  products 
primarily  to  mid-sized  companies. 


Acquisitions 

Global  Internet  was  formed  based  on  a series 
of  acquisitions,  including  the  following: 

• MIDnet,  based  in  Lincoln  (NE),  an  Internet 
access  and  service  provider  acquired  in  1994 

• Cohesive  Systems,  a San  Mateo  (CA)-based 
network  designer  and  integrator  acquired  in 
1995 

• Blue  Ridge  Software,  a Champaign  (ID- 
based  security  software  supplier  acquired  in 
1995 

• Forte  Computer  Services,  a Chicago  (ID- 
based  network  designer  and  integrator 
acquired  in  1996 

Employees 

As  of  December  31,  1995,  Global  Internet  had 
approximately  70  employees. 

The  company  currently  has  more  than  100 
employees. 

Key  Products  and  Services 

There  are  three  segments  of  services  currently 
offered  by  Global  Internet:  Cohesive 
Integration  Services,  Global  Network 
Services,  and  Centri  security  software 
solutions. 

Global  Internet’s  Cohesive  Integration 
Services  allow  organizations  to  design,  plan 
and  expand  their  networks,  and  install  new 
technologies,  and  provides  ongoing  consulting 
to  support  evolving  information  systems 
requirements.  There  are  currently  two 
brands  available  under  the  Cohesive  name: 

• Cohesive  Enterprise  Design  and  Integration 
offers  turnkey  solutions  targeted  at 
designing  and  integrating  the  overall 
network. 
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• Cohesive  Security  provides  a service  that 
helps  an  organization  identify  security 
needs  and  integrate  the  appropriate 
solution. 

Global  Network  Services  enable  organizations 
to  provide  network  access  and  on-line  services 
regardless  of  location;  additionally,  these 
services  offer  network  management 
capabilities,  including  24-hour  monitoring  and 
problem  resolution. 

Global  Internet’s  Centri  security  software 
provides  tools  for  securely  accessing  Internet 
resources  such  as  E-mail  and  the  Web  and  for 
establishing  “trusted”  links  between 
individual  computers  and  the  company 
network  or  the  Internet.  The  Centri  line 
currently  includes  two  products: 

• Centri  Firewall  for  Windows  NT  is  an 
application-proxy  Internet  firewall  solution 
designed  to  provide  secure  access  and 
internetwork  communications  between 
private,  internal  networks  and  public, 
untrusted  networks.  Placed  on  the  server, 
Centri  Firewall  features  Trusted 
Information  Systems’  Gauntlet  firewall 
technology  and  allows  any  TCP/IP 
application  on  any  operating  system  to 
access  Internet  resources  and  other  users. 

• Centri  TNT  (Trusted  Network  Transport) 
shields  sensitive  data  on  internal  networks 
running  Microsoft  Windows  NT,  protecting 
each  organizational  network  and 
maintaining  compatibility  with  all  Windows 
NT  applications.  Centri  TNT  secures  the 
TCP/IP  protocol  stack  of  Windows  NT  and 
applies  security  controls  to  all  networked 
applications  and  network  services. 

In  addition  to  these  products  and  services, 
Global  Internet  also  resells  different  products 
from  networking  vendors  such  as  Cisco,  FTP 


Software,  Sun  Microsystems,  Bay  Networks, 
and  Novell. 

Clients 

Organizations  ranging  from  the  U.S. 
Department  of  Defense  to  large  commercial 
banks  use  the  Gauntlet  Internet  Firewall 
technology  that  is  incorporated  into  Global 
Internet’s  Centri  Firewall  security  software. 

A sample  of  clients  includes  Sprint, 
McDonnell-Douglas,  Rand  McNalley,  and 
Occidental  Petroleum. 

Marketing  and  Sales 

Global  Internet  primarily  focuses  on  “mid- 
sized” businesses:  companies  that  are  large 
enough  to  require  a sophisticated  enterprise 
network,  but  can’t  afford  to  build  and 
maintain  a staff  to  handle  all  their 
networking  needs. 

The  company’s  sales  and  marketing  activities 
are  currently  constrained  by  a geographical 
marketing  limitation  on  its  firewall  software 
under  which  the  company  can  only  sell  its 
products  in  the  U.S.,  Canada,  the  U.K.. 

France,  Germany,  Switzerland,  Japan,  Hong 
Kong,  and  Australia. 

Alliances 

Global  Internet  has  established  the  Global 
Internet  Partners  Program,  and  is  working 
with  OEMs,  service  providers,  and  resellers  to 
develop  a wide  range  of  networking  options 
for  current  and  future  customers. 

Domestic  partners  include:  Patriot  Systems, 
Logic  Plus,  and  IDS. 

International  partners  include  Tokyo-based 
ASCII  Network  Technology  and  Melbourne- 
based  Softway  Pty. 


Global  Internet  Access  Services,  Inc. 
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Competition 

Global  Internet  competes  with  Internet 
Service  Providers  (ISPs)  such  as  PSINet, 
UUNet,  and  NETCOM. 

The  company  also  competes  with  firewall 
developers  such  as  Checkpoint  Software 
Technologies  and  Raptor  Systems. 

Additionally,  Global  Internet  competes  with 
Internet  integration  services  providers  such 
as  SoftTron,  INS,  and  many  smaller  regional 
integrators. 


INPUT  Assessment 

Global  Internet’s  strengths  include: 

• Windows  NT-based  firewall  technology 

• Wide  array  of  company  services 

• Internet  technical  experience  (access, 
security,  network  integration) 

• Network  security  experience 

• Access  to  Microsoft  NT  source  code 

Future  challenges  include: 

• Competition  in  the  Internet  service  industry 

• Expanding  and  solidifying  the  company’s 
product  line 

• Potential  price  competition  for  firewall 
software 
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GLOBAL  SOFTWARE,  INC. 

1009  Spring  Forest  Road 
Raleigh,  NC  27615 
(919)  872-7800 
(800)  326-3444 


Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


President: 

Status: 

Parent: 


Ron  Kupferman 
Subsidiary 
Hathaway  Corporation 


250 

$26,300,000 

6/30/92 


Key  Points 


Global  Software,  Inc.  develops,  markets,  and  supports  IBM-based 
accounting  applications  software  products  for  clients  across 
industries,  as  well  as  vertical  software  products  for  the  health  care 
industry. 

In  June  1992,  Software  Magazine  picked  Global  Software  as  one  of 
the  Top  100  Leading  Software  Vendors  in  the  United  States. 

Global  Software  offers  client/server-based  software  applications. 
These  applications  will  face  increased  competition  1993  as 
PeopleSoft  and  Integral  Systems  enter  the  client/server  financial 
applications  market. 

Global  software  has  invested  approximately  18%  of  total  revenue 
per  year  on  research  and  development,  focussing  on  new 
client/server  applications. 


May  1993 
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Company  Global  Software,  Inc.  develops,  markets,  and  supports  IBM-based 

Description  accounting  applications  software  products  for  clients  across  industries, 

as  well  as  vertical  software  products  for  the  health  care  industry.  The' 
company  also  provides  various  professional  services  in  support  of  its 
products. 

• Global  Software  was  formed  in  1981  by  a group  of  former 
Informatics  General  employees  that  purchased  the  rights  to 
Informatics'  cross-industry  accounting  applications  software 
packages. 

• In  May  1985,  Global  was  acquired  by  Hathaway  Corporation 
(Denver,  CO)  for  $6.9  million  in  cash  and  notes. 


US-  offices  are  located  in  Raleigh  (NC),  Atlanta  (GA),  Dallas  (TX), 
Structure  and  California. 

The  company  also  has  an  office  in  London  and  has  international 
affiliates  and  agents  in  Mexico,  Puerto  Rico,  France,  and  Belgium. 


Businesses  are  turning  to  client/server  accounting  packages  to  increase 
business  unit  or  department  responsibility  for  their  own  accounting 
processes.  Global  Software's  product,  Harmonix,  is  an  accounting 
software  application  that  is  based  on  client/server  technology. 

Global  Software  has  targeted  international  markets  for  its  health  care 
applications.  The  primary  operational  focus  for  health  care 
applications  is  materials  management  and  financial  reporting. 


Global  Software's  fiscal  1992  revenue  was  approximately  $26.3  million, 
a 4%  increase  over  fiscal  1991  revenue  of  $25.4  million.  A three-year  ’ 
revenue  summary  follows: 


GLOBAL  SOFTWARE,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/92 

6/91 

6/90 

Revenue 

• Percent  increase 

$26.3 

$25.4 

$25.0 

from  previous  year 

4% 

1% 

10% 

Strategy 


Financials 
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Acquisitions/ 

Divestitures 

Acquisitions 

In  December  1990,  Global  Software  acquired  the  assets  of  Compro 
Corporation  of  Norcross  (GA).  The  purchase  included  five  application 
packages  (accounts  receivable,  fixed  assets,  general  ledger,  accounts 
payable,  and  forecasting),  as  well  as  customer  support  facilities  in 
Atlanta,  approximately  13  employees,  and  about  100  Compro 
customers  under  maintenance  and  contracts. 

Divestitures 

In  1991,  the  CARMS  (Credit  and  Accounts  Receivable  Management 
System)  financial  system  was  sold  to  Walker  Interactive  Systems,  Inc. 
for  $6.75  million. 

Alliances 

Global  Software  has  strategic  partnering  relationships  with  several 
vendors,  including  IBAX  (a  major  health  care  supplier)  and  several  Big 
6 accounting  firms. 

Employees 

Global  Software  currently  has  approximately  250  employees, 
segmented  as  follows: 

Marketing/sales  35 

Software  services  & customer  support  124 

General  and  administrative  36 

Technical  development  55 

250 

Competition 

Major  competitors  include  D&B  Software,  Computer  Associates,  J.D. 
Edwards,  and  Software  2000. 

Key  Products  and 
Services 

Global  Software  derives  approximately  70%  of  its  revenue  from 
software  products  (30%  license  fees  and  40%  maintenance  fees).  The 
remaining  30%  of  revenue  is  derived  from  associated  support  services, 
such  as  software  installation,  consulting,  and  education  and  training. 

Global  Software's  accounting  software  products  can  operate 
individually  or  as  an  integrated  system. 

• The  products  operate  on  IBM  43XX,  30XX,  937X  and  compatible 
mainframes  under  DOS/VSE,  MVS/SP,  MVS/XA,  CICS  , IBM 
System  38  minicomputers,  and  AS/400  systems. 
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The  midrange  business  unit  offers  an  integrated  Financial  Control 
System  for  the  IBM  AS/400  that  includes  modules  for  general 
ledger,  financial  analysis,  inventory,  accounts  receivable,  cost 
control,  accounts  payable,  purchase  order,  and  fixed  asset  accounting 
applications. 

The  company's  current  product  offerings  are  shown  in  the  following 
exhibit. 


GLOBAL  SOFTWARE,  INC. 
SOFTWARE  PRODUCTS 


NUMBER  INSTALLED 

PRODUCT 

S/3X 

AS/400 

Mainframe 

General  Ledger 

86 

225 

Accounts  Payable 

58 

127 

Purchase  Order 

21 

45 

Accounts  Receivable 

53 

21 

Sales/Distribution 

6 

17 

Fixed  Assets 

37 

175 

Financial  Control  System  (FCS) 

- 

100 

Accounts  Payable  System  (APS) 

-- 

38 

Hospital  Materials  Management 

-- 

24 

Hospital  Management  Accounting 
System  (HMAS) 

12 

-- 

Hospital  Cost  Management 
System  (HOMS) 

— 

11 

Integrated  Cost  Control 
System  (IOCS) 

15 

2 

Global  View 

12 

70 

Executive  Information  System 

1 

3 

Compro  products 

-- 

122 
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S*W*A  *T  Software  Walkthrough 

Global  Software  offers  S*W*A*T™  (Software  Walkthrough),  a 
program  designed  to  implement  the  purchase  of  Global  Software 
products.  Installation  of  software  and  training  of  personnel  is  usually 
accomplished  within  30  to  90  days,  depending  on  the  client's 
environment. 

• The  S*W*A*T  approach  consists  of  several  phases: 

- Pre-S*W*A*T  I:  Global  Software  staff  comes  on-site  to  review 
the  company's  requirements. 

- Pre-S*W*A*T  II:  A second  consulting  session  is  held  on-site  to 
review  and  validate  converted  data. 

- S*W*A*T  Workshop:  Clients  attend  a five-day  training  session 
conducted  at  one  of  Global  Software's  S*W*A*T  centers. 

- Post  S*W*A*T:  Additional  management  training,  consulting, 
technical  assistance,  and  end  user  training  is  performed  on-site 
some  time  after  the  S*W*A*T  Workshop.  Support  is  provided  to 
review  progress,  answer  questions,  and  fine-tune  the  system. 

• S*W*A*T  pricing  ranges  from  $15,000  to  $55,000.  Over  600 
companies  have  used  the  program. 

Annual  Improvement,  Maintenance,  and  Support 

Global  Software  provides  customer  service  through  a program  called 
Annual  Improvement,  Maintenance,  and  Support  (AIMS). 

• An  AIMS  agreement  provides  customers  with: 

- Product  enhancements  stemming  from  user  requirements 

- Monthly  distribution  of  program  fixes 

- Toll-free  telephone  hotline  service  24  hours 

a day 

- Newsletters  that  provide  the  status  of  program  fixes  and 
product  development  efforts 

• An  AIMS  contract  is  priced  at  approximately  11%  to  18%  of  the 
existing  product  license  fee  per  year. 
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Clients 

The  company  currently  has  over  3,000  product  installations  used  by 
about  1,500  customers.  Selected  clients  include  Frigidaire  and  National 
Semiconductor. 

Industry  Markets 

The  majority  of  Global  Software's  revenue  (60%)  is  derived  from 
clients  across  industries.  The  company  derives  approximately  40%  of 
its  revenue  from  vertical  products  for  the  health  care  industry. 

Clients  include  small  to  large  companies  in  the  manufacturing, 
distribution,  utilities,  transportation,  and  health  care  industries. 

Geographic 

Markets 

Approximately  95%  of  Global  Software's  fiscal  1992  revenue  was 
derived  from  the  U.S.  and  5%  from  Canada,  the  U.K.,  and  other 
foreign  countries. 
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GRUMMAN  DATA  SYSTEMS 
AND  SERVICES  GROUP 

1111  Stewart  Avenue 
Bethpage,  NY  11714 
Phone:  (516)575-6200 


President:  Gerald  H.  Sandler 

Status:  Operating  Group 

Parent:  Grumman  Corporation 

Total  Employees:  4,500 

Total  Revenue:  $450,000,000 

Fiscal  Year  End:  1 2/31  /91 


Key  Points 

• Grumman  Data  Systems  and  Services  Group's  strategy  is  to  provide 
customers  with  large-scale  information  systems  solutions  that  solve 
specific  computing  requirements,  improve  their  work  processes,  and 
significantly  reduce  costs. 

• The  Group’s  strengths  include: 

- More  than  20  years'  experience  in  designing  and  implementing 
large-scale  information  systems  involved  in  advanced  data 
processing  and  computing;  logistics  and  industrial  modernization; 
and  command,  control,  and  intelligence 

- A strong  concentration  on  program  management,  systems 
engineering,  software  design  and  development,  geographic 
information  systems,  and  advanced  imaging 

- The  ability  to  work  synergistically  among  its  three  operating 
divisions  when  customer  needs  require 

- Not  being  committed  to  any  single  hardware  or  software  vendor 

The  company  has  experience  selecting  and  integrating  a 
variety  of  commercial,  off-the-shelf  software  packages. 

• Since  the  company  is  not  aligned  with  any  one  hardware 
supplier,  it  can  work  with  the  most  appropriate  vendor  to 
deliver  the  best  integrated  solution. 


September  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  6 


GRUMMAN  DATA  SYSTEMS  AND  SERVICES  GROUP 


INPUT 


Company 

Description 

Grumman  Data  Systems  and  Services  Group  (GDSS)  provides  systems 
integration  and  professional  services  for  large-scale  information 
systems  used  by  federal,  state,  and  local  government  agencies  and 
private  industry.  GDSS  also  provides  information  services  support  to 
Grumman  and  third-party  hardware  maintenance  services.  The  group's 

current  operations  include  the  following  divisions: 

• Grumman  Data  Systems  (GDS),  headquartered  in  Bethpage  (NY) 
with  2,000  employees,  provides  professional  and  systems  integration 
services  for  large-scale  information  systems  to  government  and 
commercial  clients  and  other  Grumman  units. 

- InfoConversion,  based  in  Woodbury  (NY),  provides  integrated 
image  management  systems  and  electronic  publishing  services  to 
government  and  commercial  clients. 

• Grumman  Systems  Support  (GSS),  based  in  Woodbury  (NY), 
provides  facility  planning,  systems  operations,  network  design, 
systems  installation  and  integration  and  equipment  maintenance 
services  to  commercial  clients. 

• Grumman  Technical  Services  (GTS),  based  in  Melbourne  (FL), 
provides  operations,  maintenance,  and  engineering  services  for 
NASA,  and  other  federal  and  international  organizations. 

GDSS'  parent,  Grumman  Corporation,  is  a $4  billion  firm 
headquartered  in  Bethpage  (NY).  In  addition  to  information  services, 
Grumman  manufactures  military  aircraft,  space  systems,  and 
commercial  aircraft  components;  manufactures  and  integrates 
electronics  systems  for  aircraft,  computerized  test  equipment,  and  other 
defense-related  products;  and  manufactures  special-purpose  vehicles. 

Divestitures 

Grumman  Data  Systems  Institute,  which  offered  career  training  in 
computing,  was  sold  by  Grumman  during  1992.  It  previously  operated 
as  a unit  of  Grumman  Data  Systems. 

Financials 

GDSS'  total  1991  revenue  was  about  $450  million,  of  which 
approximately  60%  is  derived  from  sales  to  the  Department  of 
Defense;  federal,  state,  and  local  civil  agencies;  and  private  industry. 
The  remaining  40%  is  derived  from  sales  to  other  units  of  Grumman. 
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Competitors 


Key  Products  and 
Services 


GDSS'  major  competitors  include  Computer  Sciences  Corporation, 
Electronic  Data  Systems,  and  Boeing  Computer  Services. 


GDSS  reports  that  68%  of  its  total  revenue  is  derived  from  professional 
services,  while  52%  is  derived  from  systems  integration.  The 
percentage  and  revenue  attributed  to  systems  integration  includes 
professional  services  activities  that  are  an  integral  part  of  systems 
integration  contracts  and  programs. 

GDSS'  noncaptive  (non-Grumman)  revenue  is  derived  from 
professional  services,  systems  integration,  facilities  management 
(systems  operations),  and  hardware  sales,  maintenance,  and  other 
services. 

Grumman  Data  Systems  (GDS): 

Grumman  Data  Systems  (GDS)  concentrates  on  program  management, 
hardware  and  software  engineering,  computer  graphics,  multivendor 
environments,  networks,  high-level  systems  architecture,  and  machine 
intelligence  and  correlation. 

• GDS  is  one  of  the  federal  government's  top  integrators  of  custom 
large-scale  information  systems  for  administrative,  technical, 
scientific,  tactical,  engineering,  and  business  applications. 

• The  division's  integration  services  include  design,  development,  test, 
evaluation,  training,  maintenance,  and  operations  support. 

In  the  area  of  ADP  and  Computing  Systems,  GDS  designs  high- 
performance  business  and  financial,  imaging,  and  geographic 
information  systems. 

• These  systems  support  engineering,  analysis,  computational, 
modeling,  and  scientific  applications  for  NASA;  and  tactical  and 
administrative  programs  for  the  Department  of  Defense.  They  also 
support  requirements  for  financial,  administration,  resource 
management,  inventory  control,  and  order  entry  for  federal,  state, 
and  local  agencies  and  governments. 

• Project  examples  include  the  following: 

- The  Engineering  Analysis  and  Data  System  for  NASA 

- The  multilevel  Headquarters  Systems  Replacement  Program  in 
the  Pentagon  for  the  Air  Force 


September  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  6 


GRUMMAN  DATA  SYSTEMS  AND  SERVICES  GROUP 


INPUT 


- Management  information  systems  for  government  agencies  in 
Massachusetts  and  Maryland 

In  logistics  and  industrial  modernization,  GDS  has  integrated  systems 
for  supply,  maintenance,  overhaul/repair,  and  acquisition. 

• GDS  is  installing  one  such  system  for  the  Air  Force  Logistics 
Command  (Fairborn,  OH).  The  Depot  Maintenance  Management 
Information  System  (DMMIS)  is  a fully  integrated,  on-line  system 
that  is  replacing  33  existing  systems  and  linking  all  of  the  Command's 
nationwide  units  for  the  first  time. 

• GDS  is  also  enlarging  information  systems  for  the  Defense  Logistics 
Agency's  Service  Center  in  Battle  Creek  (MI).  This  hardware  and 
software  upgrade  will  allow  the  agency  to  expand  service  from  an  on- 
line customer  base  of  600  users  to  over  12,000. 

• As  a member  of  the  American  Manufacturing  Research  Consortium 
in  North  Charleston  (SC),  GDS  is  part  of  the  team  developing  the 
Rapid  Acquisition  of  Manufactured  Parts  program  for  the  U.S. 

Navy,  a manufacturing  system  that  will  reduce  spare  parts 
production  and  procurement  time  from  months  to  days. 

In  the  area  of  decision  support  systems,  GDS  is  providing  command, 
control,  and  intelligence  (C2/I)  systems  for  the  U.S.  Marine  Corps 
Advanced  Tactical  Air  Command  Central  (ATACC)  program.  Housed 
in  mobile  battlefield  command  centers,  each  ATACC  system  will 
generate  air  task  orders  automatically  and  provide  decision  support  in 
planning  aircraft  operations.  The  program  is  a eight-year  project  with  a 
value  of  $128  million. 

• In  another  C2/I  application,  GDS,  teamed  with  Unisys,  is  delivering 
a system  to  coordinate  the  operations  of  13  previously  separate 
agency  data  bases  into  a single  criminal  justice  information  system 
for  Suffolk  County  (NY).  The  program  is  valued  at  $7.7  million. 

• GDS  is  currently  leading  a team  of  industry  specialists  updating  the 
command,  control,  and  communications  center  of  the  Seoul 
Metropolitan  Police  in  the  Republic  of  Korea.  The  new  system  will 
feature  computer-aided  dispatch  integrated  with  an  advanced  digital 
trunked  radio  system.  The  two-year  contract  is  valued  at  $15.6 
million. 

In  the  area  of  system  security  and  systems  integrity,  GDS  has  developed 
methodologies  of  assessments,  analysis,  planning,  design, 
implementation,  and  tests.  GDS'  areas  of  expertise  include  security 
education  and  awareness;  systems  integrity  surveys  and  technical 
analysis;  trusted  systems  engineering  and  assurance; 
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telecommunications  integrity,  design,  and  assurance;  recovery  services 
integration;  and  automated  accreditation  and  assurance  integration. 

In  the  area  of  computer-aided  logistics  (CALS),  GDS  has  designed 
networks  that  not  only  support  CALS  standards,  but  also  follow 
Government  Open  System  Interconnect  Protocols  so  they  can 
communicate  with  other  computer  systems  used  by  the  federal 
government. 

In  the  area  of  image  management,  GDS’  InfoConversion  unit  provides 
integrated  image  management  systems  and  electronic  publishing 
services  in  the  commercial  and  government  markets. 

GDS'  research  and  development  focuses  on  emerging  technologies  such 
as  digital  graphics,  software  engineering,  multilevel  secure  local-area 
networks,  artificial  intelligence  software,  robotics,  fault-tolerant 
distributed  systems,  parallel  processing,  and  neural  networks,  as  well  as 
emerging  standards  such  as  HIPPI,  MAP,  CALS,  TOP,  FDDI,  and 
ISDN. 

Grumman  Systems  Support  (GSS): 

GSS  is  a nationwide  integrator  of  support  services  for  computer  systems 
and  networks.  The  division's  services  cover  all  phases  of  computer 
systems  integration  as  well  as  network  support,  facility  management, 
hardware  maintenance,  equipment  sales,  and  software  support. 

• GSS  serves  hundreds  of  clients  in  manufacturing,  health  care, 
banking,  manufacturing,  and  government  from  more  than  60  service 
facilities  across  the  country. 

• GSS  supports  customers'  data  and  voice  networks  with  service  that 
includes  design,  engineering,  implementation,  management,^  and 
maintenance  of  local-  and  wide-area  networks.  One  of  GSS 
specialties  is  the  use  of  intelligent  wiring  hubs  to  provide 
interconnectivity  among  different  transport  media  and  computing 
equipment. 

As  a provider  of  third-party  maintenance  services,  GSS  field  service 
engineers  perform  thousands  of  on-site  service  repairs  each  year  on 
technical  workstations,  minicomputers,  microcomputers,  image 
processing  systems,  and  peripheral  devices.  Major  brands  of  equipment 
serviced  include  Sun  Microsystems,  DEC,  Data  General,  Solbourne, 
and  IBM. 

GSS  also  sells  and  installs  a range  of  computing  products,  from 
complete  systems  to  peripheral  devices.  Equipment  sales  may  be 
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Industry  Markets 


Geographic 

Markets 


included  as  part  of  a systems  integration  package  or  on  a standalone 
basis. 

Grumman  Technical  Services  (GTS): 

Since  1983's  Space  Shuttle  Processing  Contract,  GTS  provides 
engineering,  operation,  maintenance,  and  related  services  in  support  of 
high-technology  activities  for  NASA  and  other  government  agencies. 

• GTS  performs  all  launch  processing  support  for  the  Space  Shuttle  at 
Kennedy  Space  Center.  This  includes  operation,  maintenance,  and 
engineering  support;  instrumentation  and  calibration  of  all  Shuttle 
ground  equipment,  systems,  and  facilities;  logistics  support;  and 
configuration  and  documentation  management. 

GTS  currently  maintains  and  operates  a variety  of  simulators  at  over  25 
sites  worldwide,  providing  hardware  modifications,  software 
management,  and  development  of  modifications  and  upgrades  for 
simulation  software. 

• In  addition  to  providing  training  systems  support  for  Grumman 
aircraft,  GTS  also  provides  support  for  training  systems  built  by 
other  manufacturers  and  systems  that  simulate  non-Grumman 
aircraft  (including  helicopters),  as  well  as  non-aircraft  devices  and 
functions. 

GTS  personnel  also  provide  aircraft  support  services  under  contracts 
with  the  U.S.  Navy. 

• Currently,  GTS  maintains  P-3,  A-6,  F-4,  and  A-7  aircraft  in  support 
of  the  Pacific  Missile  Test  Center  in  Pt.  Mugu  (CA).  GTS  personnel 
also  maintain  all  TA-4J  aircraft  used  in  primary  jet  pilot  training  at 
sites  in  Mississippi,  Texas,  and  California. 


GDSS'  noncaptive  revenue  is  derived  primarily  from  federal 
government  contracts  or  subcontracts.  The  remainder  is  derived  from 
state  and  local  government,  commercial,  and  international  clients. 


INPUT  estimates  that  over  99%  of  GDSS'  revenue  is  derived  from 
U.S.-based  clients. 

GDSS  operates  from  over  100  locations  through  the  U.S.  and  abroad. 


Page  6 of  6 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


September  1 992 


CO 


MPANY  PROFILE 


GSI  TRANSCOMM 

1380  Old  Freeport  Road 
Pittsburgh,  PA  15238 
(412)  963-6770 


Philippe  Beaurain,  President 
Wholly  Owned  Subsidiary  of  GSI 
Total  Employees:  195  (8/92) 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  $15,000,000* * 

‘INPUT  estimate 


The  Company 


GSI  Transcomm  was  founded  as  Transcomm  Data  Systems 
Incorporated  in  1972  to  provide  timesharing  facilities  on  DEC  PDP- 
11  series  computers.  Several  years  later,  the  company  developed  a 
distribution  and  financial  management  software  system  known  as 
TOLAS™  for  DEC  VAX  systems.  The  company  also  provides 
associated  consulting,  customization,  project  management, 
implementation,  and  training  professional  services. 

• GSI  Transcomm  has  participated  in  DECs  Cooperative 
Marketing  Program  since  1985. 

• The  company  was  acquired  by  Paris-based  GSI  in  1977  and 
became  a subsidiary  of  GSI.  Today,  GSI  Transcomm  is  the 
largest  North  American  activity  of  GSI.  Worldwide,  GSI 
employs  3,300  people  and  reported  1991  revenues  of 
approximately  $425  million. 

INPUT  estimates  GSI  Transcomm's  1991  revenue  reached  $15 
million,  approximately  a 20%  increase  over  estimated  1990  revenue 
of  $12.5  million. 

GSI  Transcomm's  major  competitors  include  Computer  Associates 
and  Andersen  Consulting. 


Key  Products  and  GSI  Transcomm's  TOLAS  product  is  a highly-integrated  software 
Services  solution  for  sales  and  customer  service,  product  distribution, 

logistics  and  warehouse  management,  as  well  as  inventory  and 
financial  control.  Initially  developed  in  1974,  TOLAS  is  designed  to 
operate  on  DEC'S  family  of  VAX  systems. 


TOLAS  is  written  in  VAX  BASIC  for  the  VMS  operating  system. 
It  supports  RMS  and  Rdb,  NAS-compliant,  All-In- 1, 
CDD/Repository,  Datatrieve,  GKS,  GUI,  and  DEC  EDI. 
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• TOLAS  is  organized  into  the  following  21  application  modules: 

- Sales  Order  Management 

- Sales  Analysis 

Purchase  Order  Management 

- Purchasing  Analysis 

- Physical  Inventory  Control 

- Distribution  Requirements  Planning 

- Stock  Replenishment 

- Shipping  Management 

- Receiving  Management 

- Accounts  Payable 

- Accounts  Receivable 

- General  Ledger 

- Bank  Reconciliation 

- Business  Partners 

- Product  Management 
Multicurrency  Processing 
International  Taxation 

- Bar  Coding 

- TOLAS  Information  Reporting  System 

- TOLAS  Information  Centre  (Relational) 

- TOLAS/WMS  (Automated  Paperless  Warehousing) 

• TOLAS  provides  complete,  systemwide  multicurrency  processing 
and  international  taxation. 

• TOLAS  is  licensed,  supported  and  installed  in  12  countries  in 
North  America,  Europe,  the  Pacific  Rim,  and  the  Far  East. 

• The  modules  vary  in  price  from  $5,000  to  $355,000,  depending  on 
the  application  and  hardware  used. 

• There  are  450  companies  using  TOLAS  worldwide,  which 
represents  approximately  1,500  user  sites. 


The  TOLAS  application  solution  is  installed  in  medium-  to  large- 
sized companies,  including  Fortune  500  corporations.  Almost  all 
the  installations  are  in  wholesale  distributors  or  manufacturers  with 
product  distribution  requirements. 

Industries  where  TOLAS  is  installed  include  industrial  and 
consumer  electronics,  industrial  equipment  and  supplies,  consumer 
packaged  goods,  and  chemicals  and  pharmaceuticals. 
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Approximately  80%  of  GSI  Transcomm's  1991  revenue  was  derived 
from  the  U.S.  and  the  remaining  20%  from  Canada  and  the  Pacific 
Rim, 

In  addition  to  its  headquarters  in  Pittsburgh,  the  company  has 
offices  in  Huntington  Beach  and  Santa  Clara  (CA),  Elmsford  (NY), 
Boston  (MA),  and  Toronto  (Canada). 

GSI  is  headquartered  in  Paris  (France). 


GSI  Transcomm  has  an  extensive  VAX  computer  and  Apple 
Macintosh  network  installed  at  its  headquarters  in  Pittsburgh. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


November  1996 

GTE  Data  Services 
Incorporated 


President:  C.  Michael  Crawford 

Telecom  Park 

One  Telecom  Parkway 

Temple  Terrace,  FL  33637 

Phone:  (813)  978-4000 

Internet:  http://www.gte.com 


Status:  Subsidiary 

Parent:  GTE  Corporation 

Employees:  4,000(10/96) 

Revenue:  $500,000,000* 

Noncaptive  Revenue:  $100,000,000* 

Fiscal  Year  End:  12/31/95 

• INPUT  estimates 

Key  Points 

• GTE  Data  Services  (GTEDS)  is  a leading 
U.S.  software  development  and  information 
management  company. 

• In  August  1996,  GTEDS  entered  into  a 
three-year  contract  with  Portugal  Telecom 
to  supply  a next-generation  billing  and 
customer  care  system. 


Company  Description 

GTEDS  was  formed  in  October  1967  to 
provide  information  management  and  systems 
development  services  to  customers 
nationwide.  The  company  now  provides  data 
processing,  office  automation,  and  internal 
telecommunications  products  and  services  to 
GTE  Telephone  Operations  in  the  U.S., 
Canada,  and  the  Dominican  Republic,  as  well 
as  commercial  customers. 

GTEDS  is  an  unregulated,  wholly  owned 
subsidiary  of  GTE  Corporation,  one  of  the 
largest  publicly  held  telecommunications 
companies  in  the  world. 
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• GTE  is  among  the  largest  U.S. -based  local 
telephone  companies  and  is  a leading 
cellular-service  provider. 

• GTE  also  provides  government  and  defense 
communications  systems  and  equipment, 
aircraft-passenger  telecommunications, 
directories,  and  telecommunication-based 
information  services  and  systems. 

• In  1995,  GTE  and  its  subsidiaries  had 
revenue  of  nearly  $20  billion  and 
approximately  110,000  employees. 

• GTE  is  comprised  of  eight  divisions: 

- GTE  Airfone  Incorporated 

- GTE  Government  Systems  Corporation 

- GTE  Information  Services 

- GTE  Laboratories  Incorporated 

- GTE  Mobilnet  Incorporated 

- GTE  Service  Corporation 

- GTE  Telecommunication  Services 
Incorporated 

- GTE  Telephone  Operations 

GTEDS  is  a unit  of  the  GTE  Telephone 
Operations  business  unit,  which  provides 
voice,  data,  and  video  products  and  services  in 
the  U.S. 

• GTE  Telephone  Operations  accounted  for 
approximately  $13.4  billion  (67%)  of  GTE’s 
1995  revenue. 

• As  of  December  31,  1995,  GTE  Telephone 
Operations  had  wireline  operations  in  28 
states,  serving  more  than  12.4  million 
residential  and  6.1  million  business  lines. 

• GTE  Telephone  Operations  is  head- 
quartered in  Irving  (TX)  and  has  ten 
regional  headquarters  across  the  U.S. 


• GTE  Telephone  Operations  has 
approximately  70,000  employees. 

Organization  and  Structure 

GTEDS,  headquartered  in  Tampa  (FL),  has 
operations  domestically,  located  in 
Jacksonville  (FL),  Phoenix  (AZ),  Jefferson 
City  (MO),  Topeka  (KS),  Sacramento  (CA), 
and  Fort  Wayne  (IN). 

GTEDS  maintains  three  strategically  located 
information  processing  centers  in  Temple 
Terrace  (FL),  Sacramento  (CA),  and  Fort 
Wayne  (IN). 

GTEDS'  Technology  Center,  located  in  Temple 
Terrace  (FL),  houses  approximately  2,500 
employees  in  research,  development,  and 
engineering  of  major  software  projects. 

Company  Strategy 

The  company  is  continuing  to  expand 
operations  and  services  internationally. 

• During  1995,  GTEDS  opened  a marketing 
office  and  began  construction  of  a data 
center  in  Mexico  as  part  of  the  company’s 
plan  to  provide  commercial  and 
governmental  data  processing  services  in 
the  country. 

• In  August  1996,  GTEDS  entered  into  a 
three-year  contract  with  Portugal  Telecom 
to  supply  a next-generation  billing  and 
customer  care  system. 

During  1995,  GTEDS  also  continued  to 
expand  its  level  of  service  to  nonaffiliated 
companies. 

Demonstrating  its  customer  focus,  GTEDS’ 
mission  is  “to  complete  a solution  that  ensures 
cost  effectiveness,  timely  implementation, 
improved  communications,  unsurpassed 
customer  satisfaction,  and  long-term  success.” 
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Financials 

INPUT  estimates  that  GTEDS’  total  revenue 
for  1995  was  approximately  $500  million,  of 
which  approximately  20%  or  $100  million  was 
derived  from  noncaptive  sources. 

Revenue  Analysis  by  Product  /Service 
GTEDS’  information  services  revenue  is 
derived  from  professional  services  (software 
development.  IT  consulting,  and  education 
and  training),  data  processing,  and  systems 
and  network  integration. 

Market  Financials 

GTEDS  provides  products  and  services  to 
GTE  and  affiliated  companies  in  the 
telecommunications  industry. 

The  company  also  offers  information 
management  products  and  services  to 
targeted  commercial  markets. 

Geographic  Markets 

INPUT  estimates  that  the  majority  of  GTEDS' 
1995  revenue  was  derived  from  the  U.S.  The 
company  also  derives  revenue  from  Europe, 
Canada,  and  the  Caribbean. 

Employees 

As  of  October  1996,  GTEDS  had 
approximately  4,000  employees. 

Key  Products  and  Services 

GTEDS  has  developed,  tested,  installed,  and 
currently  operates  more  than  125  large-scale 
business  applications  worldwide. 

Products 

GTEDS  offers  various  end-user  billing 
systems  and  message  processing  solutions  for 
the  telecommunications  industry,  including 
the  following  key  products: 

• UMS  is  a usage  management  system  that 
automates  switch  data  collection  from 


network  elements.  UMS  standardizes  usage 
data,  rates  it,  and  accumulates  it  in 
preparation  for  billing. 

UMS  consists  of  four  modular  components 
to  insure  accurate  billing  of  services: 

- Data  Collection  initiates  a polling  session, 
collecting  usage  data  from  switches  and 
intelligent  networks,  eliminating  errors 
associated  with  manual  handling  of  data. 

- Data  Standardization  creates  detailed, 
standardized  event  records  for  each  event 
collected  on  the  network,  resolving  data 
inconsistencies  produced  by  multiple 
switches  and  network  devices. 

- Rating,  for  customized  rating  schemes, 
assigns  a charge  to  each  event  record 
based  on  a combination  of  company- 
determined  usage  variables. 

- Accumulation  provides  systematic 
accumulation  and  billing  systems 
transfers.  It  stores  daily  and  aggregate 
usage  prior  to  billing,  validates  the 
request  to  bill  a customer,  extracts  and 
summarizes  that  customer’s  usage  data, 
and  transmits  it  to  the  billing  system. 

• Customer  Billing  Services  System  (CBSS)  is 
a billing  system  providing  billing  for  the 
client’s  own  services,  as  well  as  on  behalf  of 
other  providers  such  as  long-distance 
carriers  and  directory  companies,  non- 
telecommunications companies  such  as 
cable  television  companies,  gas  and  electric 
companies,  and  other  utilities. 

- CBSS’  vendor  billing  process  allows 
companies  to  produce  a single,  all- 
inclusive  bill  for  charges  due  them  and 
other  product/service  providers  (PSP), 
computing  a separate  bill-withm-a-bill  for 
each  PSP. 
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- CBSS  automates  billing  functions  and 
allows  companies  to  customize  bill  formats 
and  pricing  plans. 

- The  system  is  designed  to  accommodate 
numerous  standard  interfaces,  and  has  an 
expandable  architecture  to  accommodate 
future  changes  as  well  as  data  sharing. 

• The  Automated  Work  Administration 
System  (AWAS)  is  a client/server,  UNIX 
customer  field  service  system. 

- AWAS  analyzes  repair  requests  and 
service  orders,  and  automates  the  dispatch 
of  work  assignments  to  field  technicians  or 
the  client’s  central  office. 

- AWAS  runs  in  an  IBM  RS/6000 
environment  with  IBM’s  implementation 
of  UNIX  (AIX).  A distributed  environment 
links  the  RS/6000  computers  to  field 
employees  using  remote  laptop  PCs  and 
hand-held  terminals. 

• GTEDS'  Carrier  Access  Billing  System 
(CABS)  provides  billing  for  multinational 
access  providers,  including  bills  for  more 
than  $4  billion  annually  in  network  access 
services  for  GTE  Corporation. 

- Access  functions  automate  billing 
processes  from  network  usage  collection 
through  bill  production. 

- CABS  is  in  use  at  sites  throughout  the 
U.S.  and  Canada. 

- GTEDS  also  offers  comprehensive  access 
services,  including  installation  and 
maintenance  support,  GTEDS’  Access 
Service  Bureau,  and  Access  consulting 
services. 


Services 

GTEDS  develops,  installs,  and  maintains 
large,  complex  software  systems  to  help  track 
and  bill  for  a variety  of  service  offerings  for 
the  telecommunications  industry.  The 
company  supplements  these  services  with 
professional  and  consulting  services. 

• Consulting  services — GTEDS  provides 
business  and  strategy  development 
consulting  services  related  to  billing  projects 
for  the  telecommunications  industry. 

- Consultants  identify  key  issues,  explore 
new  ideas  and  various  options,  and 
develop  strategies  for  the  implementation 
of  immediate  business  requirements  and 
future  business  opportunities  for  their 
clients. 

- GTEDS’  access  consulting  services  provide 
consultants  to  help  with  defining  a total 
access  environment  and  developing  plans 
for  systems  integration,  implementation, 
training,  and  ongoing  support. 

• Service  Bureau — GTEDS’  Service  Bureau 
offers  outsourced  billing  processing  services, 
providing  a range  of  services  tailored  to  the 
client’s  needs. 

GTEDS’  Access  Service  Bureau  offers  a 
range  of  outsourcing  processing  services, 
from  processing  usage  and  order 
information  to  preparation  and  mailing  of 
access  bills. 

• User  conferences — GTEDS  conducts  user 
conferences,  allowing  client  feedback  on 
software  solutions.  Participants  discuss  and 
prioritize  enhancements  and  identify 
business  concerns  in  an  open  forum. 

GTEDS  uses  this  feedback  to  help  in 
determining  the  future  direction  of  its 
billing  solutions. 
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• Training — Training  programs  are  designed 
by  GTEDS  training  specialists  using 
modular  training  materials  to  customize 
programs  to  the  client’s  educational 
requirements. 

• Documentation — GTEDS  provides  four 
types  of  user-specific  documentation: 

- User  documentation  provides  general 
information  about  the  system,  including 
its  purpose  and  step-by-step  procedures 
for  using  it. 

- System  documentation  provides  technical 
employees  with  information  about  how  the 
system  works.  It  may  include  program 
narratives,  job  flows,  record  layouts,  and 
information  about  system  interfaces. 

- Operations  documentation,  written  for 
data  center  employees,  explains  how  the 
application  runs  in  a production 
environment. 

- Installation  and  conversion  documentation 
details  the  procedures  needed  to  install 
the  system,  including  conversion  of 
existing  data,  training,  and  support 
personnel. 

Clients 

GTEDS  provides  data  processing,  office 
automation,  and  internal  telecommunications 
products  and  services  to  GTE  Telephone 
Operations  in  the  U.S.,  Canada,  the 
Dominican  Republic,  and  Venezuela. 

During  1995,  GTEDS  completed  the 
implementation  of  its  customer  billing 
services  system  for  CANTV  (Compania 
Anonima  Nacional  de  Telefones  de 
Venezuela),  a GTE  affiliate  in  Venezuela. 


The  company  also  offers  information 

management  products  and  expertise  to 

targeted  commercial  markets  worldwide. 

• GTEDS  has  a $19  million  contract  with  the 
Federal  Government  to  develop  a new 
Medicare  transaction  system. 

• GTEDS  provides  Medicare  claims 
processing  services  to  Blue  Cross  and  Blue 
Shield  of  Florida,  Inc. 

• The  company  provides  Medicaid  claims 
services  to  the  State  of  Missouri. 

• GTEDS  provides  data  processing  services  to 
Citizens  Utilities,  which  had  purchased 
portions  of  GTE’s  telephone  operating 
property  during  1994. 

• GTEDS  has  a $20  million  processing 
services  contract  with  National  Electronic 
Information  Corp.,  one  of  the  largest 
commercial  health  care  claims  clearing- 
houses in  the  U.S. 

• In  August,  GTEDS  was  awarded  a three- 
year,  $87  million  contract  by  Portugal 
Telecom  to  supply  a next-generation  billing 
and  customer  care  system. 

- According  to  the  agreement,  GTEDS  will 
supply  Portugal  Telecom’s  CLIP  (Clientes 
Primerio)  services  hardware  platform. 

- The  pilot  system  is  expected  to  begin  in 
March  1998,  and  the  integrated  system  is 
scheduled  to  be  fully  operational  across  all 
of  Portugal  by  the  end  of  1999. 

GTEDS  also  has  clients  in  the  U.K.,  Canada, 
the  Netherlands,  and  Denmark. 

An  international  sampling  of  GTEDS’  clients 
includes  CODETEL  (Compania  Donnnicana 
de  Telefonos).  PTT  Netherlands,  Puerto  Rico 
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Telephone  Company,  Tele  Danmark,  Mercury 
Communications,  Bell  Canada,  Bell  Sygma, 
and  Stentor. 

Competition 

GTEDS’  key  competitors  include  EDS, 
Amdocs,  American  Management  Systems, 

Marketing  and  Sales 

GTEDS  markets  its  products  and  services 
through  its  direct  sales  force. 

Cincinnati  Bell  Information  Svstems  Inc.,  and 
AT&T. 

0 

Parent  Company 

GTE  Corporation 

One  Stamford  Forum 

Stamford,  CT  06904 

Phone:  (203)  965-2000 

Revenue:  $19,957,000,000  (12/31/95) 

o 
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program — Gupta  Business  Partners — in  an 

Employees: 

400  (12/94) 

effort  to  grow  its  existing  group  of  partners 

Revenue: 

$64,498,000 

that  sell  and  support  the  company’s 

Fiscal  Year  End: 

12/31/94 

products. 

Key  Points 

• Gupta  Corporation  provides  application 
development  and  deployment  software 
solutions  to  build  client/server  applications. 

• In  April  1995,  Gupta  named  Sam  Inman 
president  and  chief  operating  officer  in  an 
effort  to  strengthen  the  company’s 
management  team.  Umang  Gupta,  former 
president  and  co-founder  of  Gupta,  is  now 
the  chairman  and  chief  executive  officer. 

• During  the  second  half  of  1994,  Gupta 
established  a partnership  recruitment 


• Since  its  release  in  1994,  Gupta’s 
SQLWindows  5.0  has  already  won  four 
major  industry  awards  including  the  PC 
Magazine  Editor’s  Choice  Award.  In  all. 
Gupta  products  have  won  over  30  major 
industry  awards  in  the  last  five  years. 

Company  Description 

Gupta  Corporation  develops,  markets  and 
supports  client/server  systems  software 
products  specifically  designed  for  PC 
networks,  including  front-end  software  tools, 
database  server  software  and  connectivity 
software.  The  company  also  provides 
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associated  maintenance  and  training  support 
services. 

Gupta  commenced  operations  in  1984  as 
Gupta  Technologies  and  funded  its  operations 
through  1986  entirely  from  software 
development  contracts.  In  March  1987,  the 
company  introduced  its  first  connectivity 
product — SQLNetwork. 

Organization  and  Structure 

Headquartered  in  Menlo  Park  (CA),  Gupta 
has  24  offices  worldwide.  The  company  has 
offices  throughout  North  America,  as  well  as 
U.K.,  France,  Netherlands,  Austria,  Belgium, 
Germany,  Italy,  Switzerland,  Denmark, 
Australia,  Hong  Kong,  Japan,  Singapore, 
South  Korea,  Mexico  and  Brazil. 

In  parallel  with  its  product  development 
efforts,  Gupta  has  established  worldwide 
distribution  through  a corporate  sales 
organization,  a channel  sales  organization 
consisting  of  value-added  resellers  and 
distributors  and  telesales  operations. 

Value-added  resellers  and  distributors  target 
departmental  and  workgroup  sales,  including 
product,  consulting  and  training  components. 

Company  Strategy 

Gupta  s vision  is  to  be  the  leading  supplier  of 
systems  software  for  development,  and 
deployment  of  PC  client/server  applications. 

Gupta  generally  launches  new  products  on  a 
worldwide  basis.  The  company’s  software 
pricing  strategy  is  designed  to  maximize  unit 
sales  for  its  software  by  targeting  PCs  and  PC 
networks  rather  than  minicomputers  or 
mainframes. 

Gupta  s distribution  strategy  is  designed  to 
support  a range  of  PC  client/server  users.  The 
company  has  stratified  its  sales  organization 
by  size  and  type  of  sale  to  address  the  needs  of 


the  diverse  customer  segments.  In  addition, 
the  company  has  formed  several  marketing 
alliances  with  leading  companies  in  the 
client/server  marketplace. 

Gupta’s  product  strategy  is  to  distinguish 
itself  from  other  software  vendors  by  offering 
a comprehensive  product  line  that  includes 
object-oriented  front-end  tools,  database 
servers  and  engines  and  connectivity  software 

The  company  is  focused  on  the  PC 
client/server  applications  development  and 
deployment,  which  gives  it  a competitive  edge 
over  vendors  that  must  rewrite  software 
originally  developed  for  larger  monolithic 
systems. 

Gupta  offers  flexible  multitiered  technical 
support  programs  tailored  to  specific  customer 
needs. 

Financials 

Gupta’s  1994  revenue  reached  $64.5  million,  a 
15%  increase  over  1993  revenue  of  $56.1 
million.  A loss  ol  $23.9  million  was  reported 
in  1994,  compared  to  a net  income  of  $5.6  in 
1993.  A five-year  financial  summary  appears 
on  the  following  page. 

• Sales  and  marketing  expenses  increased 
100 /o  to  $48.2  million  in  1994.  This  increase 
was  a result  ol  the  aggressive  marketing 
campaign  launched  by  Sybase  to  introduce 
new  products,  which  included  free  product 
samples  and  seminars  on  a domestic  and 
international  level. 

• General  and  administrative  expenses 
increased  1 1 8%  to  $ 1 2.9  million  in  1994. 

I he  high  expenses  were  due  to  a number  of 
reasons  including  the  expansion  of  the 
company’s  European  operation. 
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• Research  and  development  expenses  also 
increased  42%  due  to  increased  staffing  and 


* Percent  change  exceeds  1,000%. 

Research  and  development  expenses  were 
approximately  $11.2  million  (17%  of  revenue), 
$7.9  million  (14%  of  revenue)  and  $5.8  million 
(18%  of  revenue)  in  1994,  1993  and  1992 
respectively. 

Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1995  was  $20.0  million,  compared  to  $16.1 
million  for  the  same  period  in  1994.  Net 
losses  were  $1.0  million,  compared  to  net  loss 
of  $271,000  for  the  same  period  in  1994. 

Revenue  Analysis  by  Product / Service 

Approximately  84%  of  Gupta’s  1994  revenue 
was  derived  from  software  licensing  (including 


associated  costs  required  to  expand  the 
company’s  product  line. 


software  distributed  as  packaged  products  and 
licensing  arrangements  that  permit  software 
reproduction)  and  16%  from  services 
(including  maintenance,  training  and 
technical  support). 

In  1993,  approximately  90%  of  the  company’s 
revenue  came  from  software  products  and  10% 
from  services. 

A three-year  summary  of  source  of  revenue 
appears  on  the  following  page. 


Gupta  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$64.5 

$56.1 

$32.8 

$21.3 

$10.9 

• Percent  change  from 
previous  year 

15% 

71% 

54% 

96% 

74% 

Income  (loss)  before  taxes 

$(23.6) 

$7.5 

$2.1 

$0.2 

$(5.0) 

• Percent  change  from 
previous  year 

(414%) 

250% 

★ 

104% 

(478%) 

Net  income  (loss) 

$(23.9) 

$5.6 

$1.8 

$0.1 

$(4.9) 

• Percent  change  from 
previous  year 

(523%) 

220% 

★ 

101% 

(457%) 

Earnings  (loss)  per  share 

$(2.00) 

$0.44 

$0.17 

$0.01 

$(0.95) 

• Percent  change  from 
previous  year 

(555%) 

159% 

* 

101% 

(459%) 
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Gupta  Corporation 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

12/94 

12/93 

12/92 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$54.1 

84% 

$50.3 

90% 

$30  0 

91% 

Services 

$10.4 

16% 

$5.8 

10% 

$2.8 

9% 

Total 

$64.5 

100% 

$56.1 

1 00% 

$32.8 

1 00% 

The  company  has  an  installed  base  of  over 

60.000  licenses  for  SQL  Windows  and  over 

500.000  licenses  for  SQLBase. 

Geographic  Markets 

Approximately  48%  of  Gupta’s  1994  revenue 
was  derived  from  North  America  and  52% 
from  international  sources. 

A three-year  summary  of  source  of  revenue  by 
geographic  region  follows: 


Gupta  Corporation 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

12/94 

12/93 

12/92 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$30.9 

48% 

$27.5 

49% 

$15.7 

48% 

International 

$33.6 

52% 

$28.6 

51% 

$17.1 

52% 

Total 

$64.5 

100% 

$56.1 

100% 

$32.8 

1 00% 

Market  Financials 

Gupta  markets  its  products  to  users  of  PC 
client/server  systems  worldwide.  The 
company  s products  are  used  by  various 
vertical  industries  including — aerospace, 
automotive,  consulting,  education,  financial 
services,  government,  industrial,  non-profit, 
petroleum  and  chemicals,  pharmaceuticals, 
retail/wholesale/distribution,  systems 
integration,  telecommunications, 
transportation  and  utilities. 


In  1994,  revenue  from  North  America  grew  by 
nearly  13%  from  1993,  as  compared  to  a 75% 
increase  in  1993  from  1992. 


International  revenue  continues  to  be  a 
significant  contributor  to  Gupta’s  revenue  and 
saw  a growth  of  approximately  17%  in  1994, 
as  compared  to  68%  in  1993. 
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Employees 

As  of  December  31,  1994,  Gupta  had 
approximately  40G  full-time  employees, 
segmented  as  follows: 


Marketing  and  sales 95 

Technical  services 49 

Research  and  development 91 

Manufacturing 12 

Finance  and  administration 52 


406 

The  company  currently  has  380  employees. 

Key  Products  and  Services 

Gupta’s  application  development  and 
deployment  software  solutions  are  used  to 
build  mission-critical,  client/server 
applications. 

Software  Products 

Gupta  offers  an  integrated  line  of  products  in 
each  of  the  three  main  segments  of  the  PC 
network  client/server  systems  software 
market — front-end  tools,  database  servers  and 
connectivity  software. 

The  products  are  designed  specifically  for- 
client/scrver  computing  on  PC  networks. 
Gupta  SQL  System  products  are  summarized 
in  the  exhibit  and  include  the  following: 

• Front-End  Tools  include: 

- Gupta  SQLWindows  is  a graphical 
development  system  for  programmers.  It 
includes  the  company’s  new  QuiekObjects 
architecture.  Over  60,000  copies  have 
been  licensed. 

- In  May  1995,  Gupta  announced 
SQLWindows  for  Microsoft  SQL  Server™ 
6.0.  The  integrated  product  offers  a 
single-source  solution  to  developers  ol 
large  client/server  applications  for 
Windows  and  Windows  NT. 


- In  July  1994,  the  company  introduced 
SQLWindows  5.0  featuring  QuiekObjects 
and  a 4GL-t.o-C  compiler.  The  5.0  version 
is  available  in  four  editions — 
SQLWindows  Solo,  SQLWindows  Starter. 
SQLWindows  Network  and  SQLWindows 
Corporate  editions. 

- Gupta  SQLWindows  Solo  is  a single-user 
version  of  SQLWindows  and  offers 
condensed  documentation  and  deployment 
rights  for  single-user  applications,  in 
addition  to  all  the  standard  features  of 
SQLWindows.  Over  130,000  copies  have 
been  licensed. 

- Gupta  SQLWindows  Starter  edition 
includes  object  libraries  and  Lotus  Notes 
integration  and  can  be  used  to  build 
networked  SQL  applications. 

- Gupta  SQLWindows  Network  edition 
includes  all  the  features  of  the  Starter 
edition  as  well  as  offers  unlimited 
connectivity  deployment  licenses  to 
corporate  databases. 

- Gupta  SQLWindows  Corporate  edition  is 
used  to  build  networked  SQL  applications 
and  includes  APIs  for  enterprise  and 
CASE  integration  and  a compiler  for  large 
applications. 

- Gupta  Quest  is  a user  data  access,  query 
and  reporting  tool  for  use  with  SQL 
databases.  Several  hundred  thousand 
copies  have  been  licensed. 

• Database  Server  Products  include  the 

following: 

- Gupta  SQLBase  is  a database  specifically 
designed  to  manage  decentralized  data 
stored  in  workgroups,  branch  offices,  PC 
desktops  and  mobile  laptops.  Over 
500,000  copies  of  SQLBase  have  been 
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licensed.  In  March  1995,  the  company 
introduced  the  sixth  generation  of  the 
database — SQLBase  G.  The  SQLBase  6 
line  of  products  includes  the  following: 

Gupta  SQLBase  Server  is  a workgroup 
server  for  NetWare  that  allows  the 
deployment  of  client/server  workgroup 
applications  on  Novell  s NetWare  server 
operating  system. 

Gupta  SQLBase  Desktop  is  a client  and 
server  workgroup  database  that  allows 
the  deployment  of  workgroup 
applications  in  client-to-server,  client-to- 
client,  or  standalone  configurations. 

- Gupta  SQLBase  Runtime  is  a 
deployment  tool  for  applications  that 
need  to  embed  basic  database 
management  facilities.  Based  on  the  5.2 
version  of  SQLBase,  the  Runtime  can  be 
deployed  without  any  royalty  fees. 

• Connectivity  Products  include  the  following: 

- Gupta  SQLNetwork  connectivity  software 
consists  of  SQLRouters,  SQLGateways 
and  SQLHosts  that  are  designed  to 
communicate  with  different  types  of 
servers.  To  date,  several  hundred 
thousand  copies  are  in  use. 

Gupta  offers  several  product  bundles  including 
Gupta  Project  Starter  Kits  for  departmental 
projects,  Gupta  Partner  Kits  of  value-added 
resellers  and  Gupta  Enterprise  Kits  for  large 
project  requirements.  These  kits  consist  of 
bundled  front-end  tools,  data  base  server 
products,  connectivity  software,  support  and 
selected  training  and  are  priced  to  facilitate 
the  adoption  of  Gupta’s  software  and 
development  of  applications  by  first-time 
users. 


Customer  Support  and  Services 

1 he  company  s Professional  Services 
organization  offers  education  and  consulting 
services  through  Gupta  consultants  and 
certified  training  and  consulting  partners. 

Gupta  supports  customers  directly  as  well  as 
through  its  partnerships  with  third-party 
vendors. 

• Guptas  standard  licensing  agreements 
provide  a 90-day  warranty  period  entitling 
the  user  to  customer  support  and  product 
updates  at  no  charge. 

• Gupta  offers  multi-tiered  technical  support 
programs  tailored  to  specific  customer  needs 

• A Licensed  Subscription  Service  is  offered  to 
all  customers,  with  an  additional  fee  for  bug 
fixes  and  software  maintenance  releases. 

• A telephone  hotline  service  is  available  for 
all  products  on  a pay-per-incident  or  annual 
service  fee  basis.  Gupta  also  maintains  an 
electronic  bulletin  board. 

• Gupta’s  Strategic  Technical  Account 
Representative  (STAR)  program  is  available 
to  large,  enterprise-wide  customers. 

• Additional  support  coverage  is  provided 
through  Gupta’s  worldwide  network  of 
authorized  support  centers,  certified 
business  partners  and  authorized 
consultants. 

Clients 

Gupta’s  products  are  used  in  at  least  75 
countries  worldwide.  A partial  list  of  clients 
follows: 

• Banks  Bankers  I rust,  Canadian  Imperial 
Bank  of  Commerce,  Chase  Manhattan  Bank, 
Chemical  Bank,  Citibank,  Deutsche  Bank 
and  State  Street  Bank  & Trust 
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• Consumer/ Retail — Duracell,  H.J.  Heinz,  JC 
Penny,  Nabisco  Brands,  PepsiCo,  Procter  & 
Gamble,  Reader’s  Digest  Association  and 
Tandy 

• Energy — Atlantic  Richfield,  Baltimore  Gas 
and  Electric,  Consolidated  Edison  Company 
of  New  York,  No.  Carolina  Power  & Light, 
No.  Illinois  Gas  Company,  Pacific  Gas  and 
Electric,  Shell  Oil  and  Texaco 

• Financial  Services — Aetna  Life  and  casualty, 
The  Boston  Company,  Dun  & Bradstreet, 
General  Electric  Capital  Corp.,  Merrill 
Lynch,  Shearson  Lehman  Brothers  and 
Traveler’s  Insurance 

• Manufacturing — Abbott  Laboratories, 
Chrysler,  Ford  Motor  Company,  Johnson  & 
Johnson,  Mitsubishi,  Owens  Corning 
Fiberglass  and  Toyota  Corporation 

• Technology — A.C.  Nielsen,  American 
Telephone  & Telegraph  (AT&T),  Boeing 
Computer  Services,  General  Dynamic  Data 
Systems  Division  and  IBM 

Marketing  and  Sales 

Gupta  sells  its  products  and  services 

worldwide  through  a range  of  distribution 

channels. 

• Corporate  Sales  Organization — This 
organization  supports  large  customers 
involved  with  sophisticated  enterprise-wide 
client/server  systems. 

- In  addition  to  an  internal  sales  force,  the 
company  serves  customers  through  third- 
party  vendors  such  as  vertical  software 
partners,  hardware  original  equipment 
manufacturers  (OEMs)  and  systems 
integrators  (Sis). 

- Internal  sales  offices  are  located 
throughout  North  America,  as  well  as  in 


France,  Germany,  Italy,  Switzerland, 
Austria,  Australia,  Hong  Kong,  Mexico, 
the  Netherlands,  Canada,  Belgium, 
Denmark  and  the  U.K. 

• Channel  Sales  Organization — -This 
organization  targets  medium-sized 
customers  with  departmental  client/server 
systems. 

- Support  is  offered  to  customers  through  an 
indirect  distribution  channel  that  is  made 
up  of  Novell  authorized  resellers, 
distributors,  value-added  resellers  (VARs) 
as  well  as  consultants. 

- Gupta  also  distributes  its  products  in 
North  America  through  major  independent 
distributors,  including  Ingram  Micro  and 
Merisel. 

- Outside  North  America,  Gupta  has 
established  a network  of  international 
distributors,  including  Computer  2000  AG 
GmbH  in  Europe. 

• Telesales  Organization — This  organization 
targets  first-time  customers  and  exist  ing 
customers  making  follow-on  purchases. 

Gupta  is  continuously  involved  in  marketing 
programs  including  direct  mail,  public 
relations,  advertising,  seminars,  trade  shows 
and  on-going  customer  communications 
programs. 

Alliances 

In  May  1995,  Gupta  announced  SQLWindows 
for  Microsoft  SQL  Server  6.0,  which  provides 
professional  developers  of  large-scale 
client/server  applications  with  a single-source 
solution.  Gupta  and  Microsoft  will  also 
sponsor  client/server  application  development 
seminars  worldwide,  beginning  the  third 
quarter  of  1 995. 


Gupta  Corporation 
May  1995 


© INPUT  1995  Reproduction  prohibited. 


Page  7 of  9 


INPUT  Vendor  Profile 


In  April  1995,  Gupta  entered  into  a major 
five-year  agreement  with  Computer  Associates 
(CA)  that  will  allow  CA  to  embed  and  market 
Gupta  s SQL  database  engine  in  its 
development  tools  and  applications.  Tbe 
agreement  is  valued  at  about  $17  million  and 
includes  multiple  contracts. 

In  April  1994,  Gupta  and  KnowledgeWare 
signed  an  OEM  agreement,  under  which 
KnowledgeWare  will  bundle  single-user 
SQLBase  engine  with  every  copy  of 
ObjectView. 

In  1994,  Gupta  established  Gupta  Business 
I artner.s  a partnership  recruitment  program 
that  has  added  over  200  Gupta  Partners  in 
North  America,  bringing  the  total  number  of 
partners  worldwide  to  more  than  500. 

Gupta’s  vertical  software  partners  develop  and 
sell  applications  software  for  use  with  Gupta’s 
products,  and  include  Learmonth  and 
Burchett  Management  Systems  PLC  (CASE 
tools),  Lucas  Management  Systems  (project 
management),  PeopleSoft  (human  resources), 
Project  Software  & Development,  Inc. 

(facilities  management),  Sales  Technologies 
(sales  management)  and  Spectrum  Associates 
(manufacturing). 

Gupta  has  cooperative  selling  arrangements 
with  AT&T  GIS  (NCR),  Hewlett-Packard,  ICL 
Personal  Systems  Oy/Nyokia  Data  Systems 
Oy,  Siemens-Nixdorf  and  Mitsubishi  that 
provide  joint  marketing  or  network  solutions 
for  incorporating  their  products  with  Gupta’s 
products.  I he  company  has  agreements  with 
IBM  and  Platinum  Technology  to  sell  the 
company  s products  under  their  own  labels. 

Gupta  also  bas  agreements  with  systems 
integrators,  such  as  Andersen  Consulting, 
that  build  large,  custom  turnkey  solutions  for 
their  corporate  customers  using  Gupta’s 
products. 


Competition 

Competitors  that  provide  products  for 
mainframes  and  minicomputers  include  IBM, 
Informix,  ComputerAssociat.es  (ASK  Group), 
Oracle  and  Sybase. 

Competitors  in  the  PC  area  include  Microsoft 
and  Borland. 

Competitors  that  provide  products  for  the  PC 
network  client/server  market  include 
Powersoft  and  Easel  (front-end  tools)  and  IBI 
Systems  and  Micro  DecisionWare 
(connectivity  products). 

INPUT  Assessment 

Gupta’s  strengths  include: 

• A strong  corporate  presence  established  over 
the  decade  through  the  successful  delivery  of 
client/server  solutions  to  many  Fortune  500 
size  organizations. 

• An  exclusive  focus  on  desktop  and  LAN 
platforms  making  Gupta’s  products 
optimized  for  client/server  computing  in 
areas  like  ease-of-use,  graphical  interfaces, 
low  resource  consumption  and  high  power. 

• Desktop  and  LAN  focus  is  complemented 
with  enterprise  integration  through 
technologies  like  SQLNetwork  which 
integrates  data  on  most  repositories  for 
enterprise-wide  development. 

Challenges  for  the  company  over  the  coming 
year  include: 

• Gupta  increased  revenues  while  reducing 
expenses  in  the  first  quarter  of  1995,  thus 
resulting  in  a much  smaller  loss  than  in 
previous  quarters.  Gupta  is  now  faced  with 
the  challenge  of  continuing  this  progress  and 
returning  to  profitability  as  soon  as  possible. 
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• To  further  develop  the  indirect  channel  in 
the  U.S.  market  to  work  cooperatively  with 
the  well  established  direct  sales  force.  The 
challenge  is  to  increase  the  revenue 
contribution  of  the  indirect  channel  in  1995. 

• Maintain  technology  leadership  by 
delivering  an  upgraded  product  suite  that 
leverages  the  new  32-bit  interface  and  power 
of  new  Microsoft  technologies  like  Windows 
95,  OLE2  and  SQLServer  6. 
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Harbinger  Corporation 


Chairman  & CEO:  C.  Tycho  Howie 

President  & COO:  David  T.  Leach 

1055  Lenox  Park  Boulevard 
Atlanta,  GA  30319 

Phone:  (404)  467-3000 

Fax:  (404)  841-4399 

Internet:  http://www.harbinger.com 


1H  Harbinger 


Status:  Public 

Employees:  430  (12/96) 

Revenue:  $23,117,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Harbinger  is  a worldwide  supplier  of 
electronic  commerce  (EC)  software  and 
services. 

• Harbinger  claims  to  be  one  of  the  largest  EC 
value-added  network  (VAN)  providers  in  the 
world,  with  more  than  21,000  billable 
subscribers  and  more  than  38,000  active 
mailboxes  on  its  global  networks. 

• In  October  1996,  Harbinger  announced 
plans  to  acquire  the  remaining  30%  interest 


in  Harbinger  NET  Services,  a venture 
formed  in  1994  to  develop  Internet  EDI 
products  and  services  for  the  business 
market. 

• In  August  1996,  Harbinger  expanded  its  EC 
capabilities  in  the  federal,  state,  and  local 
government  markets  with  the  acquisition  of 
Texas-based  Comtech  Management 
Systems. 

• In  April  1996,  Harbinger  expanded  its 
presence  in  the  European  market  with  the 
acquisition  of  two  EC  software  and  services 
providers — NTEX  Holding  B.V.  of  the 
Netherlands  and  INOVIS  GmbH  of 
Germany. 
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• In  July  1995,  Harbinger  acquired  System 
Software  Associates’  (SSA’s)  EDI  products 
for  the  AS/400  as  well  as  SSA’s  EDI 
development  organization.  SSA  has  been 
granted  rights  to  sell  Harbinger’s  complete 
line  of  products  and  services  worldwide, 
increasing  Harbinger’s  ability  to  penetrate 
markets  outside  the  U.S. 

Company  Description 

Harbinger’s  EC  products  and  services 
facilitate  electronic  data  interchange  (EDI)  by 
businesses  and  financial  institutions  by 
electronically  transmitting  and  receiving 
routine  business  information  and  documents 
in  a standard  format. 

• The  Harbinger  VAN  serves  as  an  electronic 
communications  link  for  computer  systems 
by  receiving,  storing,  and  forwarding 
electronically  transmitted  business 
documents  and  data  for  retransmission  in  a 
form  that  can  be  received  and  interpreted  by 
the  computer  of  another  commercial 
business. 

• Harbinger  IVAS  (Internet  Value-Added 
Server)  is  an  enhanced  Internet  link 
between  trading  partners  that  provides  the 
features  of  the  Harbinger  VAN  together 
with  open  Internet  connectivity. 
Intermediation,  archival,  standards 
compliance  monitoring,  support,  and  trusted 
third-party  services  are  provided. 

• The  electronic  link  to  Harbinger’s  computer 
communications  network  is  supported 
through  its  EC/EDI  software  products  which 
are  available  for  a range  of  platforms, 
including  DOS,  Windows  3.1,  Windows  95, 
Windows  NT,  UNIX,  IBM  AS/400  midrange, 
and  IBM  MVS  environments. 

• In  addition  to  VAN  transaction  processing 
and  software  products.  Harbinger  also 
provides  software  programming  and 


customization  services,  customer  support 
and  training,  and  implementation  and 
consulting  services. 

In  August  1995,  Harbinger  completed  an 
initial  public  offering  of  approximately  1.68 
million  shares  of  its  common  stock,  generating 
net  proceeds  to  the  company  of  $18.3  million. 

Organization  and  Structure 

Harbinger’s  key  executives  are  summarized 
below: 


Harbinger  Key  Executives 


Name 

Title 

C.  Tycho  Howie 

Chairman  & CEO 

David  T.  Leach 

President  & COO 

James  C.  Davis 

President  & GM 

James  Travers 

President,  Harbinger 
Enterprise  Solutions 

Theodore  E Ciochon 

VP  and  GM.  European 
Operations 

George  S.  Hart 

SVP,  Licensee 
Relationships 

Dave  Meeker 

VP,  Sales 

Joel  G.  Katz 

VP,  Finance 

Tom  Lenahan 

VP,  Prod.  Mgmt.  and 
Corp.  Communications 

Steven  D.  Marberger 

VP,  Application  Dev  and 
Consulting 

Bob  Geiger 

VP,  Network  Solutions 

Tod  Lerner 

VP,  Network  Operations 

Richard  M.  Elwyn 

VP,  Network  Development 

David  R Williams 

Senior  Director,  Customer 
Services 

Michael  Lieb 

Dir.,  Human  Resources 
and  Administration 

Harbinger  is  headquartered  in  Atlanta  (GA) 
and  has  offices  in  Richardson  (TX), 
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Sacramento  (CA),  Rotterdam  (The 
Netherlands),  Karlsruhe  (Germany),  and 
London  (England). 

Harbinger  is  organized  into  the  following 
units: 

• The  Enterprise  Solutions  Division,  based  in 
Richardson  (TX)  with  65  employees, 
provides  AS/400,  UNIX,  NT,  and  MVS 
electronic  commerce  solutions  to  large 
corporations. 

• NTEX  datacommunications  B.V.,  based  in 
The  Netherlands  with  40  employees,  is  a 
wholly  owned  subsidiary  formed  in  1996 
with  the  acquisition  of  NTEX  Holding  B.V. 
This  unit  provides  EC  software  and  services 
in  the  Benelux  market  and  acts  as  the 
European  headquarters  for  Harbinger. 

• Harbinger/INOVIS  GmbH,  based  in 
Germany,  is  a wholly  owned  subsidiary  with 
30  employees  that  was  acquired  from 
INOVIS  GmbH  in  1996.  This  unit  provides 
EC  software  and  services  in  the  German 
and  Austrian  markets. 

• Harbinger  Network  and  Mass  Deployment, 
based  in  Atlanta  (GA),  provides  valued- 
added  network,  Internet  value-added  server, 
desktop,  and  Internet-based  EDI  and  EC 
solutions. 

Company  Strategy 

Harbinger’s  objective  is  to  be  a leading 
worldwide  provider  of  EC  products  and 
services  to  businesses  of  all  sizes  with  a focus 
on  solidifying  its  recurring  revenue  base  by 
increasing  the  number  of  subscribers  to  its 
network.  The  company’s  strategy  to  achieve 
this  objective  includes  the  following  key 
elements: 

• Offering  a range  of  EC  products  and 
services,  enabling  trading  partners  to  obtain 


the  products  and  services  necessary  to 
conduct  EC  transactions  within  their 
trading  communities 

• Promoting  its  products  and  services  to 
identified  trading  communities  and  hub 
companies  within  various  industries, 
including  the  high  tech,  grocery, 
manufacturing,  utilities,  health  care, 
banking,  and  petroleum  industries 

• Offering  and  further  developing  and 
enhancing  numerous  integrated  software 
products  operating  on  a range  of  computing 
platforms 

• Providing  superior  and  extensive  customer 
support  services 

• Providing  products  and  services  to  facilitate 
EC  using  the  Internet 

• Forming  strategic  alliances  with  leading 
telecommunications  companies,  software 
application  developers,  and  computer 
system  suppliers 

• Providing  EC  and  EDI  products  and  services 
to  markets  outside  the  U.S. 

Financials 

Harbinger’s  1995  revenue  reached  $23.1 
million,  up  69%  over  1994  revenue  of  $13.7 
million.  Net  income  exceeded  $1  million, 
compared  to  net  losses  of  $2.1  million  for 
1994.  A five-year  financial  summary  appears 
on  the  following  page. 

Results  for  1994  include  $4.3  million  in 
charges  for  purchased  in-process  product 
development  associated  with  the  acquisition  of 
Texas  Instruments’  EDI  solutions  and  write- 
offs of  software  development  costs  for  certain 
Windows-based  PC  products.  Excluding  these 
charges,  net  income  for  1994  would  have  been 
approximately  $867,000. 
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Harbinger  Corporation 
Five-Year  Financial  Summary 
($  Thousands,  except  per  share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$23,117 

$13,652 

$10,536 

$6,717 

$5,505 

• Percent  change  from 

previous  year 

69% 

30% 

57% 

22% 

48% 

Income  (loss)  before  taxes 

$1,934 

$(2,963) 

$998 

$(153) 

$143 

• Percent  change  from 

(a) 

previous  year 

165% 

(397%) 

752% 

(207%) 

109% 

Net  income  (loss) 

$1,048 

$(2,111) 

$3,242 

$(353) 

$46 

• Percent  change  from 

previous  year 

150% 

(165%) 

* 

(884%) 

103% 

Earnings  (loss)  per  share 

$0.12 

$(0.31) 

$0.48 

$(0.08) 

$(0.03) 

• Percent  change  from 

previous  year 

139% 

(165%) 

700% 

(167%) 

(92%) 

* Percent  change  exceeds  1,000%. 

(a)  Includes  $4.3  million  In  charges  for  purchased  in-process  product  development  associated  with  the 


acquisition  of  Texas  Instruments'  EDI  solutions  and  write-offs  of  software  development  costs  for  certain 
Windows-based  PC  products. 


Revenue  Analysis  by  Product/ Service 

INPUT  estimates  approximately  41%  of 
Harbinger’s  1995  revenue  was  derived  from 
value-added  network  services,  18%  from 
software  maintenance  and  implementation. 


7%  from  consulting  and  education 
professional  services,  29%  from  software 
license  fees,  and  5%  from  other. 

A three-year  summary  of  source  of  revenue,  as 
provided  by  Harbinger,  follows: 


Harbinger  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Services  (a) 

$16.4 

71% 

$10.7 

78% 

$6.9 

65% 

Software  licenses 

6.7 

29% 

3.0 

22% 

3.6 

35% 

Total 

$23.1 

100% 

$13.7 

100% 

$10.5 

100% 

(a)  Includes  VAN  services,  software  maintenance  and  implementation,  and  consulting  and  education. 
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Harbinger  management  attributes  1995 
results  to  the  following: 

• Service  revenue  increased  54%  to  $16.4 
million  due  to  an  increase  in  the  number  of 
subscribers  using  Harbinger’s  VAN,  as  well 
as  increases  in  the  average  volume  of 
transmissions  by  subscribers.  Revenue  from 
software  maintenance  and  implementation 
also  increased,  reflecting  both  an  increase  in 
the  number  of  customers  and  a modification 
of  the  pricing  structure  for  these  services. 

• Software  revenue  increased  126%  during 
1995  due  to  $2  million  in  software  sales 
attributed  to  products  acquired  from  Texas 
Instruments  in  1994,  $1.5  million  in 
royalties  for  software  products  sold  through 
the  SSA  channel,  and  software  sold  in 
connection  with  several  new  hub  programs. 

Interim  Results 

Revenue  for  the  nine  months  ending 
September  30,  1996  reached  $28.4  million,  a 
78%  increase  over  $15.9  million  for  the  same 
period  in  1995. 

• Services  revenue  increased  67%  to  nearly 
$19.5  million  and  software  revenue 
increased  109%  to  more  than  $8.9  million. 

• Net  losses  of  $8.7  million  include  $8.35 
million  in  charges  for  purchased  in-process 
product  development  associated  with  the 
acquisitions  of  NTEX  and  INOVIS. 

Market  Financials 

Harbinger’s  1995  revenue  was  derived 
approximately  as  follows: 


Manufacturing 31% 

Petroleum 16% 

Utilities 14% 

Health  care 10% 

High  tech 10% 

Banking 8% 

Grocery 5% 

Retail 2% 

Transportation 1% 

Other 3% 


100% 

Geographic  Markets 

Approximately  99%  of  Harbinger’s  1995 
revenue  wras  derived  from  the  U.S.  and  1% 
from  international  sources. 

Acquisitions 

In  October  1996,  Harbinger  announced  its 
intent  to  purchase  the  remaining  30%  interest 
in  Harbinger  NET  Services,  LLC  (HNS), 
currently  a 70%  subsidiary,  from  BellSouth 
Telecommunications,  Inc.  and  other  minority 
shareholders  for  approximately  $7.2  million  in 
cash  and  Harbinger  common  stock. 

• HNS,  with  60  employees,  was  formed  in 
1994  to  develop  Internet  EDI  products  and 
services  for  the  business  market.  It  was 
funded  with  approximately  $12  million  in 
June  1995  ($9  million  from  Harbinger  and 
$3  million  from  BellSouth). 

• HNS  introduced  its  first  product  this  year, 
TrustedLink  INP,  a web  site  development 
tool  for  the  nontechnical  user. 

• HNS  has  also  developed,  and  is  currently  in 
beta,  with  several  other  Internet  EC 
products:  TrustedLink  Guardian  is  a tool 
for  moving  EDI  documents  securely  over  the 
Internet  (released  by  Harbinger  in 
December  1996);  Harbinger  Express  is  in 
pilot  as  of  December  1996  and  enables 
companies  to  execute  EDI  transactions 
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using  only  a Web  browser;  and  the 
Harbinger  IVAS  platform  performs  as  a 
message  switch,  gateway,  and  services 
engine  for  secure  Internet-based  electronic 
commerce  and  EDI. 

• The  consolidation  of  HNS  with  Harbinger 
allows  the  sales  force  and  partners  in  the 
U.S.  and  around  the  world  to  more  easily 
license  a complete  portfolio  of  EC  products. 
HNS  can  leverage  off  Harbinger’s  existing 
infrastructure  and  sales  channels,  lowering 
its  administrative  and  marketing  costs. 

In  August  1996,  Harbinger  acquired  Comtech 
Management  Systems,  Inc.  of  Amarillo  (TX),  a 
provider  of  government  procurement  software 
and  services.  The  terms  of  the  acquisition 
were  not  disclosed. 

• Comtech,  founded  in  1988,  provides  bidding 
databases  to  Procurement  Technology 
Assistance  Centers  (PTACs),  large 
corporations,  and  state  and  local 
governments.  Solutions  include  profiling 
software  that  allows  government  suppliers 
to  respond  solely  to  those  bids  that  match 
their  specific  profile. 

• In  addition,  Comtech’s  FAX-2-EDI  service 
allows  small  businesses  to  convert  faxed 
bids  to  EDI  documents  using  Harbinger’s 
TrustedLink  Commerce  translation 
software. 

• Comtech  is  also  releasing  a Windows 
version  of  ProntoO,  a product  that  enables 
PTACs  to  sort  and  distribute  the  bidding 
opportunities  to  business  clients  and  report 
statistics  on  the  bids  received. 

• This  acquisition  is  part  of  Harbinger’s 
strategy  to  expand  its  EC  software  and 
solutions  for  the  federal,  state,  and  local 
government  market. 


• Comtech  had  seven  employees  at  the  time  of 
the  acquisition.  It  now  operates  as  a 
subsidiary  of  Harbinger. 

In  April  1996,  Harbinger  acquired  INOVIS 
GmbH  & Co.,  a Karlsruhe  (Germany)-based 
provider  of  EC  software  and  services  for  the 
German  and  Australian  markets,  for 
approximately  $4.5  million  in  cash  and  stock 
plus  contingent  payments  based  on  future 
performance. 

• INOVIS,  with  approximately  30  employees 
at  the  time  of  the  acquisition,  develops 
custom  EC  applications  for  large  trading 
communities  and  is  a leading  supplier  of 
software  and  services  for  Internet 
connectivity,  EDI,  X.400,  and  e-mail. 

INOVIS  operates  a value-added  clearing 
center  serving  more  than  800  businesses 
throughout  Germany  and  Australia. 

• Harbinger  intends  to  expand  its  EC 
capabilities  by  integrating  INOVIS 
technology  into  its  product  line.  New 
applications  from  INOVIS  include  its 
Internet  and  CD  ROM  on-line  ordering 
system  and  Electronic  Catalogue. 

• Harbinger  also  intends  to  build  upon 
INOVIS’  presence  in  the  German  and 
Austrian  markets  by  continuing  to  operate 
the  INOVIS  value-added  network  and 
provide  local  support  for  German  corporate 
customers. 

In  April  1996,  Harbinger  acquired  NTEX 
Holding  B.V.,  a Rotterdam  (The  Netherlands)- 
based  EC  provider,  for  approximately  $4.6 
million  in  cash  and  stock,  plus  contingent 
payments  based  on  future  performance. 

• NTEX,  with  approximately  40  employees  at 
the  time  of  the  acquisition,  provides 
software  and  services  for  Internet 
connectivity,  EDI,  X.400,  and  e-mail.  The 
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company  has  more  than  10,000  users  of  its 
client  software  for  these  functions. 

• NTEX  also  offers  Web  Hosting  Application 
Manager  (WHAM!),  a technology  for 
developing  and  managing  applications 
residing  on  the  World  Wide  Web. 

• NTEX  operates  a value-added  clearing 
center  with  more  than  400  billable 
subscribers  representing  more  than  6,000 
businesses  with  active  mailboxes 
throughout  The  Netherlands. 

• NTEX  also  develops  wide-area  client/server 
communications  products  and  offers  a range 
of  application  development  services. 

In  July  1995,  Harbinger  and  SSA  entered  into 

an  asset  purchase  and  strategic  alliance 

agreement. 

• Harbinger  acquired  SSA’s  EDI  products  for 
IBM  AS/400  platforms,  as  well  as  SSA’s  EDI 
development  organization  in  The 
Netherlands,  for  550,000  shares  of 
Harbinger  common  stock  (valued  at  about 
$4.67  million). 

• Under  the  terms  of  the  agreement, 
Harbinger  has  licensed  to  SSA  its  AS/400, 
UNIX,  and  PC-based  EDI  software  and 
related  tools  and  utilities  and  SSA  may 
remarket  this  Harbinger  software  to 
licensees  of  SSA’s  Business  Planning  and 
Control  System  (BPCS). 

• SSA  will  pay  royalties  to  Harbinger  through 
December  2000  based  on  software  and 
services  revenues  that  SSA  derives  from  the 
sale  of  Harbinger  products,  including 
minimum  royalties  of  $1.4  million  in  1995 
and  $5.7  million  in  1996. 

In  December  1994,  Harbinger  acquired  the 

EDI  business  unit  of  Texas  Instruments. 


• The  acquisition  brought  the  company  EDI 
translation  software  solutions  for  IBM  MVS, 
UNIX,  and  Windows  platforms.  It  also 
made  Harbinger  the  first  EC  provider  to 
offer  fully  scalable  software,  allowing 
customers  to  migrate  to  different  platforms 
as  their  needs  change. 

• The  acquired  business  now  operates  as 
Harbinger  Enterprise  Solutions. 

Employees 

As  of  December  31,  1995,  Harbinger  had 
approximately  210  full-time  employees. 

As  of  December  1996,  the  company  had 
approximately  430  full-time  employees. 

Key  Products  and  Services 

Services 

Harbinger  provides  a range  of  services  to 
businesses  engaged  in  EC,  including  network 
services,  trading  partner  and  EC 
implementation  services,  programming 
services,  and  customer  training  and  support. 

VAN  Services — Harbinger  operates  a value- 
added  network  that  provides  the  central  point 
for  document  and  data  receipt,  translation, 
and  transmission,  and  serves  as  a 
communication  link  between  the  members  of  a 
trading  community. 

• Harbinger  offers  trading  partners  a range  of 
network  services,  including  batch 
communication  of  purchase  orders,  invoices 
and  shipping  confirmations,  and  e-mail 
between  trading  partners. 

• Additional  network  services  enable  a 
trading  partner  to  transmit  into  the  network 
a large  number  of  electronic  documents 
intended  for  various  destinations  through  a 
single  toll-free  telephone  line,  and  to 
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acknowledge  and  reconcile  document 
transmission  and  receipt. 

• Harbinger  provides  its  network  customers 
with  monthly  statistical  information 
regarding  network  usage. 

• The  Harbinger  network  operates  on  a 
Tandem  Himalaya  system  in  Atlanta.  The 
network  supports  multiple  communications 
protocols,  including  SNA,  X.25,  Asynch, 

FTP,  SMTP,  and  Bisynch,  enabling  it  to 
communicate  data  with  most  computer 
systems  at  transmission  speeds  ranging 
from  up  to  128  KB  switched  and  1.5  MB 
dedicated.  The  network  also  supports  many 
standards  for  documents  and  data  content 
and  format,  including  ANSI  X12,  EDIFACT, 
BAI,  and  NACHA. 

• Charges  for  transactions  placed  through  the 
Harbinger  network  are  based  on  the  number 
of  messages  transmitted  and  the  number  of 
characters  in  each  transaction.  Pricing 
varies  during  peak  and  off-peak  hours. 

Harbinger  IV. AS  (Internet  value-added 
server) — This  enhanced  Internet  link  between 
trading  partners  provides  the  features  of  the 
Harbinger  VAN  together  with  open  Internet 
connectivity.  Intermediation,  archival, 
standards  compliance  monitoring,  support, 
and  trusted  third-party  services  are  provided. 

Harbinger  Express — Announced  in  December 
1996,  Harbinger  Express  is  an  Internet-based 
service  that  enables  companies  to  use  a Web 
browser  (Netscape  Navigator  or  Microsoft 
Internet  Explorer)  to  exchange  business 
documents  with  trading  partners.  The  service 
automatically  translates  the  documents 
between  HTML  and  standard  EDI  formats. 

Trading  Partner  Implementation  and 
Certification — Harbinger  offers  several 
programs  to  assist  its  hub  customers  in 


maximizing  the  number  of  their  trading 
partners  using  EDI. 

• These  programs  are  designed  to 
communicate  the  advantages  of  EDI  and  EC 
to  all  potential  trading  partners  of  a major 
hub,  regardless  of  size. 

• Programs  include  information  seminars, 
support  materials,  and  trading  partner 
certification  (installing,  testing,  and 
confirming  ability  to  transmit  with  hub 
companies). 

Electronic  Commerce  Implementation — To 
assist  in  implementing  electronic  commerce, 
Harbinger  has  developed  custom  software 
templates,  known  as  Trading  Partner  Packs, 
to  conform  with  guidelines  and  parameters 
identified  by  the  major  purchasers  and 
suppliers  within  various  trading  communities. 
Harbinger  maintains  a library  of  more  than 
1,000  Trading  Partner  Packs. 

Consulting  and  Programming  Services — 
Harbinger  consults  with  trading  partners  to 
create  functional  specifications  for  developing 
software  programs  necessary  to  integrate  EDI 
with  the  customer’s  other  software 
applications.  Harbinger  also  provides 
software  programming  services  to  trading 
partners  to  create  the  application  interface 
programs  necessary  to  translate  data  into  and 
out  of  EDI  standards. 

Customer  Training — Harbinger  offers  training 
classes  for  various  stages  of  EDI 
implementation  by  trading  partners. 

• These  classes  provide  instruction  on  the  use 
of  Harbinger  software  products  operating 
alone  or  with  other  software  operated  by  a 
trading  partner. 

• Classes  are  conducted  in  Atlanta  (GA)  and 
other  cities  in  the  U.S. 
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Customer  Support  Services — Harbinger 
provides  customer  service  and  support  to 
trading  partners  on  the  use  and  operation  of 
its  software  products  and  the  conduct  of 
business  with  trading  partners  using  EC. 

• Toll-free  customer  telephone  support  is 
available  five  days  a week  from  8 a.m.  to  8 
p.m.  EST  for  the  Network  and  Mass 
Deployment  group  and  seven  days  a week, 
24  hours  a day  for  the  Harbinger  Enterprise 
division. 


• Network  transmission  support  is  available 
seven  days  a week,  24  hours  a day. 

Third  Party  Ticket  System  (TPTS) — TPTS  is  a 
service  that  permits  tank  owners,  pipeline 
companies,  and  affiliated  parties  in  the 
petroleum  industry  to  track  ownership  of 
petroleum  through  a pipeline. 

Products 

Harbinger’s  current  software  products  are 
summarized  in  the  exhibit  below. 


Exhibit 

Harbinger  Software  Products 


Product  Name 

Function 

Computer  Platform 

TrustedLink  Commerce 

EDI  translation  software  for  “spokes” 
(communications,  document  management, 
and  forms  creation,  plus  import/export  of  data 
from  software  applications) 

DOS,  Windows 

TrustedLink  Enterprise 

EDI  translation  software  for  hubs 
(communications,  document  management,  plus 
import/export  of  data  from  software  applications) 

UNIX 

IBM  AS/400 
IBM  MVS 
Windows  NT 

EDImap 

Mapping  tool,  integrates  EDI  software  with 
specific  applications 

DOS 

TrustedLink  Banker 

Small  business  cash  management  activities,  EFT, 
wire  transfers,  direct  deposit,  and  debits 

DOS,  Windows 

TrustedLink  Distributor 
for  Petroleum 

EDI  communications,  document  management, 
and  forms  creation  specific  to  the  petroleum 
industry 

Windows 

TrustedLink  Shipper 

Integrated  EDI  and  barcode  solution 

Windows 

TrustedLink  INP 

Combines  Web  site  builder,  browser,  Internet 
access,  and  secure  Web  hosting 

Windows  95 

TrustedLink  Guardian 

Manages  secure  EDI  over  the  Internet 

Windows  95/NT 
UNIX 
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In  March  1996,  Harbinger  introduced  its 
TrustedLink™  family  of  products, 
encompassing  both  the  introduction  of  a new 
generation  of  EC  solutions  as  well  as  a 
renaming  of  the  company’s  existing  line  of 
InTouch*  software. 

• Harbinger’s  products  are  available  on  DOS, 
Windows,  Windows  95,  Windows  NT,  UNIX, 
IBM  AS/400,  and  IBM  MVS  computing 
environments. 

• Harbinger  markets  its  software  products 
under  licensing  agreements  that  provide 
one-time  license  fee  charges  ranging  from 
$460  to  $2,740  for  DOS  and  Windows 
products;  $10,000+  for  Windows  NT 
products;  $70,000  to  $90,000  for  UNIX 
products;  $35,000  to  $50,000  for  AS/400 
products;  and  up  to  $180,000  for  IBM  MVS 
products.  License  fees  are  determined 
based  on  the  number  of  specified  users. 

• Harbinger  Express  can  be  set  up  for  $495 
plus  a $29.95  monthly  fee  for  up  to  15 
documents. 

• TrustedLink  INP  starts  at  $195  for  Web  site 
building  software  plus  a $50/month  site 
hosting  fee. 

Clients 

Harbinger’s  customers  include  a range  of  hub 
companies  and  their  trading  partners  in 
several  markets  targeted  by  the  company. 

Hub  customers  (grouped  by  industry)  include 
the  following: 

• Banking — Bank  of  America,  Barnett  Banks, 
Deposit  Guaranty,  Firstar,  First  of  America, 
Premier  Bank,  Stillwater  National  Bank, 
Westamerica 

• High  tech — Apple,  Compaq  Computer, 

Digital  Equipment,  Hewlett-Packard, 


Hitachi,  Honeywell,  Lucent  Technologies, 
Siemens,  Texas  Instruments,  Westinghouse 

• Grocery — Anheuser-Busch,  A-Hold  (Tops, 
BiLo),  Nestle,  Phillip  Morris 

• General — ASEA  Brown  Boveri,  Square  D, 
3M,  Westinghouse  Electric 

• Government — California,  EPA,  GATEC, 
GSA,  IRS,  Minnesota,  Veterans  Affairs 

• Health  care — Abbott  Laboratories,  Baxter 
Healthcare,  Curtis  Matheson,  Eli  Lilly, 
Johnson  & Johnson,  Upjohn 

• Petroleum /Chemicals — AMOCO,  Chevron, 
DuPont/Conoco.  Eastman  Kodak,  Exxon, 
Mobil,  Pennzoil,  Shell,  Sunoco,  Texaco 

• Transportation — American  Airlines,  Union 
Pacific  Railroad 

• Textiles — James  River,  Milliken  & Company 

• Utilities — Commonwealth  Edison,  ConEd, 
Illinois  Power,  Pacific  Gas  & Electric, 
Southern  California  Edison,  The  Southern 
Company 

Marketing  and  Sales 

Harbinger’s  principal  marketing  strategy 
focuses  on  establishing  and  expanding  the 
number  of  trading  partners  using  the 
Harbinger  network  and  software  products. 

Harbinger  targets  trading  communities 
composed  of  electronic  trading  partners  in 
common  industries  or  markets  conducting 
recurring  business  transactions.  To  achieve 
this  strategy,  Harbinger  emphasizes  sales  to 
hub  companies  and  their  trading  partners  in  a 
range  of  trading  communities. 

Harbinger  has  a three-tiered  sales  and 
marketing  program: 
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• First,  Harbinger  identifies  potential  hub 
companies  that  either  seek  to  formulate  an 
EDI  program  or  that  have  made  the  decision 
to  implement  EDI.  Harbinger 
representatives  meet  with  the  hub  company 
and  discuss  the  procedure  for  establishing 
EDI  relationships  with  trading  partners. 

• Second,  Harbinger  contacts  the  hub 
company’s  trading  partners  through 
seminars  and  by  telemarketing,  informing 
these  parties  of  the  EDI  requirements  of  the 
hub  company  and  implementation 
procedures. 

• Third,  Harbinger  uses  telemarketing,  direct 
mail,  and  advertising  activities  that  are 
targeted  at  potential  customers  who  are  not 
trading  partners  of  a specific  hub. 

Harbinger’s  Marketing  Partners  Program  was 
formed  to  establish  alliances  with  application 
software  developers,  systems  integrators,  and 
value-added  resellers  of  computer  products. 

• Harbinger’s  objective  is  to  integrate  its 
products  wTith  those  of  its  Marketing 
Partners  and  to  promote  distribution  of 
Harbinger  software  along  with  products  and 
services  sold  by  its  Marketing  Partners. 

• Harbinger  currently  has  approximately  200 
primary  Marketing  Partners,  including 
System  Software  Associates,  Westinghouse 
Canada,  Solomon  Software,  Real  World 
Corporation,  and  Open  Systems  and  some 
300  Referral  Partners  who  receive  a fee  for 
revenue-generating  referrals. 

Harbinger  markets  and  distributes  its 
TrustedLink  Banker  products  and  related 
services  through  commercial  banks  and 
holding  companies  and  bank  processors. 
Harbinger  also  markets  TrustedLink  Banker 
software  products  and  computer  network 


services  directly  to  the  customers  of  certain 
banks  and  financial  service  organizations. 

Under  the  previously  described  agreement 
with  SSA.  royalties  received  from  SSA 
represented  approximately  7%  of  Harbinger’s 
total  1995  revenue. 

Alliances 

Harbinger  has  alliances/partnerships  with  a 
range  of  vendors.  Recent  announcements  are 
as  follows: 

• In  December  1996,  Harbinger  and  Unisys 
announced  a North  American  marketing 
agreement  whereby  Harbinger  will  port  its 
UNIX  and  Windows  NT  translators  to  the 
Unisys  ClearPath  SMP  symmetric 
multiprocessor  platform  and  Unisys  will 
market  the  Harbinger  VAN,  translators, 
and  communications  gateways. 

• In  September  1996,  Harbinger  and 
Peachtree  Software  entered  into  a strategic 
partnership  related  to  electronic  commerce 
and  the  Internet. 

- Harbinger  has  licensed  to  Peachtree 
Software  its  TrustedLink  INP  EC  software 
to  be  marketed  with  the  Peachtree 
Business  Internet  Suite,  a package  that 
provides  small  businesses  with  everything 
they  need  to  establish  a Web  presence  in 
less  than  one  hour. 

- Peachtree  will  distribute  Peachtree 
Business  Internet  Suite  through  its 
extensive  retail  and  reseller  channel  as 
well  as  selling  direct  to  existing 
customers. 

- Harbinger  will  provide  Web  site  hosting 
services  for  Peachtree  customers,  enabling 
Harbinger’s  server  software  to  convert 
orders  placed  via  the  Internet  into  a 
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format  readable  by  Peachtree’s  accounting 
software. 

• In  May  1996,  Harbinger  announced  a series 
of  strategic  alliances  with  BellSouth, 

Control  Data  Systems,  Hewlett-Packard, 
Netscape,  Northern  Telecom,  RSA  Data 
Security,  and  UUNET  Technologies  related 
to  Internet  EC.  Harbinger  is  teaming  with 
these  companies  and  incorporating  their 
respective  offerings  into  Harbinger’s  own 
software  and  services. 

Competition 

Major  VAN  competitors  include  Sterling 
Commerce,  GE  Information  Services,  and 
Advantis. 

Software  competitors  include  Premenos, 
Sterling  Commerce,  GE  Information  Services, 
and  Supply  Tech. 

Internet  competitors  include  Forman 
Interactive  and  iCAT. 


Assessment 

Harbinger’s  strengths  include: 

• Integrated  services  and  software  across 
platforms,  addressing  the  needs  of  all 
members  of  a trading  community, 
regardless  of  size 

• A focus  on  mass  deployment/rollout 
programs 

• Trading  partner  relationship  management 

• Network  and  trusted  third-party  services 

Challenges  over  the  coming  year  include: 

• Continuing  the  momentum  of  Harbinger 
becoming  a full  service  electronic  commerce 
company  by  adding  additional  EC 
products/services  to  its  EDI  suite 

• Integrating  its  European  acquisitions  and 
expanding  into  other  parts  of  the  world 

• Continuing  to  hire  and  develop  good  people 
to  maintain  the  growth  rate  and  address  the 
opportunities  ahead 
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Harte-Hanks  Data  Technologies 


President:  Thomas  Swithenbank 

25  Linnell  Circle 
Billerica,  MA  01821-3961 
Phone:  (508)  663-9955 

Fax:  (508)  667-7297 

Internet:  http://www.harte-hanks.com 


Status:  Subsidiary 

Parent:  Harte-Hanks  Communications,  Inc. 

Employees:  400  (9/96) 

Revenue:  $80,000,000* 

Fiscal  Year  End:  12/31/95 

• INPUT  Estimate 

Key  Points 

• Harte-Hanks  Data  Technologies  is  a 
provider  of  market  information  software 
products  and  processing  services. 

• During  1996,  Harte-Hanks  Data 
Technologies  released  TOPS4 
(Transportation  Optimization  Postal 
Savings) — for  the  organization  of  fourth 
class  postal  mailings. 


• In  November  1995,  the  company  introduced 
PreCISe,  a new  target  marketing  system  for 
retailers  based  on  statistical  modeling. 

• In  September  1995,  the  company  released 
P/CIS  6.0  the  latest  version  of  its  product 
providing  desktop  marketing  database 
support. 

• In  July  1995,  Harte-Hanks  Data 
Technologies  and  Davox  Corporation,  a 
provider  of  call  center  technology  and 
integration,  announced  a marketing 
agreement  whereby  the  companies  will 
introduce  each  other’s  products  and  services 
to  their  customers. 
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Company  Description 

Harte-Hanks  Data  Technologies,  founded  in 
1968  as  Urban  Data  Processing,  Inc.,  develops 
software  for  name-and-address  parsing, 
geocoding  and  matching,  data  scrubbing  and 
conversion,  as  well  as  providing  desktop 
access  tools. 

In  1979  Urban  Data  Processing  was  acquired 
by  Harte-Hanks  Communications,  Inc.  In 
1989,  Urban  Data  Processing’s  name  was 
changed  to  Harte-Hanks  Data  Technologies  in 
order  to  more  closely  identify  with  its  parent. 

Organization  and  Structure 

Harte-Hanks  Data  Technologies  is  a wholly 
owned  subsidiary  of  Harte-Hanks 
Communications,  Inc. 

The  parent  company,  Harte-Hanks 
Communications,  is  a diversified  media 
company  with  annual  revenue  of  $532.9 
million  and  more  than  6,000  employees 
operating  within  four  principal  businesses: 

• Direct  Marketing — a national  and 
international  direct  marketing  business 
offering  a range  of  specialized  and 
coordinated  services 

- In  1995,  this  business  had  revenue  of 
$197.6  million,  accounting  for 
approximately  37%  of  Harte-Hanks 
Communications’  revenue. 

- Harte-Hanks  Data  Technologies  is  a unit 
of  the  Direct  Marketing  business. 

• Shoppers — Based  on  circulation  and 
revenue,  Harte-Hanks  Communications 
claims  its  business  to  be  the  largest 
publisher  of  shoppers  (weekly  advertising 
publications  delivered  free  by  third-class 
saturation  mail  to  all  households  in  a 
particular  geographic  area)  in  North 
America.  In  1995,  shoppers  accounted  for 


approximately  35%  of  Harte-Hanks 
Communications’  revenue. 

• Newspapers — Comprised  of  sole  daily 
newspapers  in  five  cities,  as  well  as  one 
daily  and  seven  nondaily  newspapers  in 
suburban  areas  of  Dallas,  accounting  for 
approximately  23%  of  Harte-Hanks 
Communications’  1995  revenue 

• Television — Harte-Hanks  Communications 
owns  and  operates  KENS-TV,  a CBS 
affiliate  in  San  Antonio  (TX). 

Harte-Hanks  Data  Technologies  is 
headquartered  in  Billerica  (MA)  and  has 
international  offices  in  Toronto  (Canada), 
London  (England),  Sao  Paulo  (Brazil),  and 
Melbourne  (Australia). 

Financials 

INPUT  estimates  that  Harte-Hanks  Data 
Technologies’  1995  revenue  was 
approximately  $80  million. 

Employees 

Harte-Hanks  Data  Technologies  has 
approximately  400  employees. 

Key  Products  and  Services 

Harte-Hanks  Data  Technologies’  marketing 
information  systems  are  available  to  clients  as 
a processing  services  or  for  license  as  an  in- 
house  software  product. 

PreCISe,  released  in  1996,  is  a direct 
marketing  system  enabling  retailers  to  use 
statistical  models  to  predict  sales  based  on 
scores  of  prospects’  propensity  to  purchase. 

• PreCISe  automatically  creates  a predictive 
model  based  on  the  specific  collection  of 
products  in  a promotional  mailing. 
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• PreCISe  allows  user-defined  geographical 
segmentation,  date,  and  merchandise 
content  of  mailings. 

• PreCISe  is  compatible  with  MS/DOS,  OS/2, 
Sun  Solaris,  and  IBM/AIX. 

TOPS4  (Transportation  Optimization  Postal 
Savings),  released  in  1996,  organizes  local 
zone  rates  to  enable  catalogers,  printers,  and 
retailers,  to  take  advantage  of  bundled  fourth 
class  mail  rates.  TOPS4  is  compatible  with 
MS/DOS. 

P/CIS  6.0,  released  in  September  1995, 
provides  desktop  marketing  database  support 
to  consumer  and  business-to-business 
marketers. 

• P/CIS  creates  marketing  databases  using 
name  and  address  standardization, 
matching,  geocoding,  and  data  appending. 

• P/CIS  permits  execution  and  tracking  of 
mailings  and  promotions. 

• P/CIS  provides  customer  purchase 
transactions  and  complete  records  to  enable 
accurate  market  segmentation. 

• Data  for  other  applications  including 
standard  PC  spreadsheets,  mapping, 
database,  and  graphics  tools  can  be 
exported. 

• P/CIS  6.0  is  compatible  with  Sun  Solaris, 
IMV  AIX,  and  OS/2. 

• P/CIS  v6.0  supports  Token  Ring  and 
Ethernet  networks. 

Predict,  introduced  in  1994,  is  a target  market 
modeling  program  used  to  select  participants 
for  marketing  campaigns. 


• Predict  is  integrated  with  the  client’s  P/CIS 
product  to  provide  desktop  access  to  the 
marketing  database  system. 

• The  system’s  targeting  models  are  based  on 
the  logit  and  tobit  statistical  regression 
models  and  rank  candidates  by  probability 
of  expected  value  of  responses. 

• The  program  provides  a Relative  Importance 
of  Factors  report,  and  is  able  to  provide  a 
statistical  log  of  the  model. 

• Predict  is  compatible  with  Sun  Solaris, 
IBM/AIX,  and  OS/2. 

Desktop  Direct,  released  in  1994,  supports 
database-driven  marketing  programs  to 
identify  cell  groups  of  clients. 

• Desktop  Direct  is  integrated  with  the 
client’s  P/CIS  software. 

• The  program  maintains  a promotion  history, 
including  all  cell  selection  criteria  for  future 
use. 

• Desktop  Direct  is  compatible  with  Sun 
Solaris,  IBM/AIX,  and  OS/2. 

Trillium,  introduced  in  1994,  is  a software 
system  that  automates  name  and  address 
processing  at  the  point  of  capture. 

• Trillium  standardizes,  deduplicates, 
matches,  and  geocodes  name  and  address 
records. 

• Trillium’s  Geocoder  verifies  address 
components,  supplies  components,  and 
assigns  zip  codes. 

• Trilliums’  Matcher  identifies  duplicate  or 
related  records,  including  those  with 
misspellings,  abbreviations,  or  missing 
information. 
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• Trillium  runs  under  both  UNIX  and  MVS. 

• Trillium  is  compatible  with  Sun  Solaris;  HP/ 
HP-UX;  IBM’s  mainframe,  RS/6000/MVS, 
CICS,  AIX;  OS/2;  and  Unisys. 

Profit  is  a direct  marketing  application  for 
repricing,  retention,  and  target  marketing. 

• Profit  produces  profitability  calculations  and 
performs  “what-if’  analyses. 

• Reports  provide  profitability  results  by  unit, 
product,  or  balance  levels. 

• Profit  is  compatible  with  Sun  Solaris;  HP/ 
HP-UX;  IBM’s  mainframe,  RS/6000/MVS, 
CICS,  AIX;  OS/2;  and  Unisys. 

Corporate  View  is  a decision  support  system 
that  automates  reporting  for  functions  such  as 
marketing,  sales,  product  management,  and 
operations. 

• Corporate  View  provides  trend  analyses, 
pricing  evaluations,  and  portfolio  analyses. 

• The  system  creates  reports  and  graphs  by 
transforming  large  databases  into  repos- 
itories of  performance  statistics.  Results  are 
integrated  and  presented  in  Microsoft  Excel 
or  Lotus  1-2-3. 

• Corporate  View  is  compatible  with  Microsoft 
Windows  3.x. 

Clients 

Harte-Hanks  supports  more  than  100  leading 
corporations  worldwide.  Clients  are  located  in 
the  U.S.,  Canada,  the  U.K.,  Brazil,  and  Hong 
Kong. 

Marketing  and  Sales 

Harte-Hanks  Data  Technologies  markets  its 
products  and  services  through  a direct  sales 
force  to  firms  in  various  industries,  including 


banking,  insurance,  mutual  funds,  retail, 
catalog,  telecommunications,  computer 
manufacturing,  automobile,  and  packaged 
goods. 

Alliances 

In  July  1995,  Harte-Hanks  Data  Technologies 
and  Davox  Corporation  announced  a formal 
business  relationship  whereby  the  two 
companies  will  promote  each  other’s  products 
and  services  to  their  customers. 

• Davox,  located  in  Westford  (MA),  is  a leader 
in  the  field  of  call  center  technology  and 
integration,  providing  products  which 
integrate  the  inbound  and  outbound 
requirements  of  a call  center. 

• The  alliance  is  intended  to  promote  the 
integration  of  Harte-Hanks  Data 
Technologies’  target  marketing  products  and 
services  with  Davox’s  Unison  call  center 
management  system,  providing  a complete 
system  for  the  testing  of  telemarketing 
campaign  models. 

Competition 

Harte-Hanks  Data  Technologies’  considers  its 
major  competitors  to  be  CIC  and  Okra  (owned 
by  Harland). 


Parent  Company 

Harte-Hanks  Communications,  Inc. 
200  Concord  Plaza  Drive 
Suite  800 

San  Antonio,  TX  78216 
(210)  829-9000 
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HBO  & Company 


President  & CEO:  Charles  W.  McCall 
301  Perimeter  Center  North 
Atlanta,  GA  30346 

Phone:  (770)  393-6000 

Fax:  (770)  393-6092 


Status:  Public 

Employees:  3,400(11/95) 

Revenue,  FYE  12/31/94:  $357,436,000 

Revenue,  9 mo.  ending  9/30/95:  $347,006,000 


Key  Points 

* HBO  & Company  (HBOC)  is  a health  care 
information  solutions  company  that  provides 
computer-based  information  systems  and 
services  to  health  care  organizations  of  all 
sizes. 

• During  1994,  HBOC  introduced  its  new  set 
of  Pathways  2000  enterprise  solutions  that 
incorporate  the  HBOC  vision — strong 
transaction-based  systems  that  populate  an 
enterprisewide  clinical  and  financial  data 
repository  that  can  be  accessed  from  a 
variety  of  advanced  client/server-based 
applications. 


• HBOC  made  three  strategic  acquisitions 
during  1994.  The  acquisition  of  IBAX 
Healthcare  Systems  (IBAX)  expanded 
HBOC’s  offerings  to  IBM  AS/400 
environments  and  added  more  than  475 
health  care  customers.  The  acquisition  of 
Serving  Software  brought  health  care 
enterprise  resource  management  software  to 
HBOC’s  product  portfolio.  Care2000,  which 
specializes  in  case  management 
methodologies,  was  acquired  in  December. 

• The  acquisition  of  CliniCom  in  October  1995 
expanded  HBOC’s  clinical  information 
system  offerings  and  the  acquisition  of  the 
Health  Systems  Group  of  First  Data 
Corporation  in  June  1995  added  more  than 
500  customers. 
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Company  Description 

HBOC,  formed  in  1974,  provides  information 
systems  solutions  to  the  health  care  industry 
that  include  software  products,  associated 
professional  services,  systems  operations 
services  and  the  sale  of  hardware. 

• HBOC  delivers  enterprisewide  patient  care, 
clinical,  financial  and  strategic  management 
software  solutions,  as  well  as  networking 
technologies,  to  health  care  organizations  in 
the  U.S.,  the  U.K.,  Canada,  Australia  and 
New  Zealand. 


services.  These  business  units  include  the 
following: 

• Pathways  2000 

• STAR  ' 

• Series  3000/4000 

• HealthQuest/ Series  5000 

• Outsourcing  Services  Group 

• Connect  Technology  Group 

• Amherst  Product  Group 

• Serving  Software  Group 

• Charlotte  Product  Group 

• Advanced  Laboratory  Group 


• The  company  currently  has  more  than  2,600 
customers  worldwide. 

Organization  and  Structure 

HBOC’s  key  executives  are  listed  below: 


HBOC  Key  Executives 


Name 

Position 

Charles  W.  McCall 

President  and  CEO 

Albert  J.  Bergonzi 

EVP  Sales 

Jay  P.  Gilbertson 

SVP  Finance,  CFO 

James  A.  Gilbert 

SVP,  General  Counsel 

Michael  L.  Kappel 

SVP  Pathways  2000 

Russell  G.  Overton 

SVP  Business  Development 

Glenn  N. 
Rosenkoetter 

SVP,  Amherst  Product  Group, 
Serving  Software  Group, 

HBO  & Co.  (U.K.) 

David  A.  Schenk 

SVP,  Connect  Technology 
Group,  Outsourcing  Services 
Group 

HBOC’s  products  and  services  are  offered 
through  a companywide  sales  organization 
and  business  units  that  have  responsibility  for 
research  and  development  and  customer 


U.S.  offices  are  in  Atlanta  (GA);  Amherst  and 
Lexington  (MA);  Charlotte  (NC);  Chicago  (IL); 
Covington  (KY);  Dallas  (TX);  Eugene  (OR); 
Hauppauge  (NY);  Longwood  and  Tampa  (FL); 
Los  Angeles,  Mission  Viejo  and  San  Francisco 
(CA);  Minneapolis  (MN);  Mt.  Laurel  (NJ); 
Pittsburgh  (PA);  and  Salt  Lake  City  (UT). 


HBOC  has  international  subsidiaries  as 
follows: 

• Through  HBO  & Company  Canada  Ltd., 
HBOC  provides  products  and  services  in 
Canada.  Offices  are  in  London  and 
Hamilton  (Ontario). 


• Through  HBO  & Company  (UK)  Limited, 
HBOC  services  the  U.K.  Offices  are  in 
Buckinghamshire,  Nottingham,  Romford, 
Sheffield  and  Edinburgh. 


Company  Strategy 

HBOC’s  offerings  are  based  on  a strategic  mix 
of  applications,  technologies  and  services  that 
support  today’s  dramatic  restructuring  of  the 
health  care  delivery  system,  backed  by 
implementation,  support  and  outsourcing 
services.  The  goal  of  product/service  mix  is  to 
meet  the  needs  of  health  care  organizations  in 
three  key  areas — building  an  information 
infrastructure,  improving  clinical  practice  and 
managing  the  enterprise. 
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HBO  & Company’s  product  technology 
strategy  reflects  the  needs  of  community- 
based  health  networks  that  are  emerging  as  a 
result  of  the  health  care  reform  movement.  In 
particular,  these  networks  will  require 
information  systems  that  are  highly  flexible 
and  quickly  adaptable  and  that  can  serve  the 
information  access  needs  of  a range  of  users. 

The  company’s  strategy  also  builds  on  the 
direction  proposed  in  the  1992  report  from  the 
Institute  of  Medicine  (IOM)  for  developing  the 
computer-based  patient  record. 

Elements  of  HBOC’s  strategy  include: 

• Providing  enterprisewide  solutions  to  the 
evolving  health  care  industry 


• Leveraging  its  existing  customer  base 

• Expanding  its  market  share  and  product 
lines 

Financials 

HBOC’s  1994  revenue  reached  $357.4  million, 
a 34%  increase  over  $267.1  million  for  1993. 
Net  income  rose  67%,  from  $18.9  million  in 
1993  to  $31.6  million  in  1994. 

Results  have  been  restated  to  reflect  the 
pooling  of  interests  acquisitions  of  Serving 
Software  in  September  1994  and  CliniCom 
Inc.  in  October  1995. 

A four-year  financial  summary  follows: 


HBO  & Company 
Four-Year  Financial  Summary  (a) 
($  Millions,  except  per  share  data  ) 


Fiscal 

Year 

Item 

1994 

1993 

1992 

1991 

Revenue 

$357.4 

$267.1 

$229.0 

$184.9 

• Percent  change  from 

previous  year 

34% 

17% 

24% 

N/A 

Operating  income  (loss) 

$53.0 

$31.9 

$22.6 

$(4.3) 

• Percent  change  from 

previous  year 

66% 

41% 

626% 

N/A 

Net  income  (loss) 

$31.6 

$18.9 

$21.5 

$(5.0) 

• Percent  change  from 

previous  year 

67% 

(12%) 

530% 

N/A 

Earnings  (loss)  per  share 

$0.86 

$0.52 

$0.62 

$(0.16) 

• Percent  change  from 

previous  year 

65% 

(16%) 

488% 

N/A 

(a)  All  amounts  have  been  restated  to  reflect  the  acquisitions  of  Serving  Software  in 


September  1994  and  CliniCom  in  October  1995. 
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HBOC  management  attributes  1994  results  to 

the  following: 

• Revenue  from  software  license  fees 
increased  61%  to  $92.9  million  due  to  the 
success  of  the  company’s  new  Pathways 
2000  family  of  enterprise  solutions  and  solid 
revenue  from  STAR  applications.  The  new 
Series  product  line,  acquired  with  IBAX, 
and  the  TRENDSTAR  line  of  decision 
support  products  also  contributed  strongly 
to  software  revenue  growth. 

• Revenue  from  software  maintenance  and 
support  contracts  increased  69%  to  $78.7 
million  in  1994  due  to  growth  in  HBOC’s 
customer  base  by  more  than  1,000 
customers  and  as  a result  of  the  installation 
of  additional  products  in  the  company’s 
existing  customer  base. 

• Revenue  from  implementation  services  grew 
by  22%  to  $73.2  million  as  HBOC’s 
implementation  teams,  particularly  in  the 
Series  and  STAR  groups,  worked  on  the 
backlog  of  sold  business. 

« Revenue  from  outsourcing  services  grew 
24%  to  $34.6  million,  primarily  due  to 
growth  in  HBOC’s  successful  outsourcing 
business  in  the  U.K. 

Interim  Results 

Revenue  for  the  nine  months  ending 

September  30,  1995  reached  $347  million,  a 


39%  increase  over  $249  million  for  the  same 
period  in  1994. 

• Net  losses  of  $42.7  million  for  the  nine- 
month.  period  include  a nonrecurring  charge 
of  $136.5  million  associated  with  the 
acquisitions  of  CliniCom  Inc.  and  First 
Data’s  Health  Systems  Group.  Excluding 
these  charges,  HBOC  had  net  income  of 
$39.2  million  for  the  nine  months  ending 
September  30,  1995,  an  88%  increase  over 
the  prior  year. 

• Revenue  growth  was  attributed  to  increased 
software  license  fees  and  service  revenue, 
including  strong  sales  activity  in  both  the 
acute  care  and  integrated  delivery  network 
markets. 

Revenue  Analysis  by  Product / Service 

Approximately  33%  of  HBOC’s  1994  revenues 
were  derived  from  recurring  fees  and  67% 
from  one-time  sales. 

• Approximately  48%  of  1994  revenue  was 
derived  from  software  licenses  and 
maintenance  fees,  19%  from  hardware  sales, 
23%  from  professional  services 
(implementation  fees  and  monthly  service 
fees)  and  the  remaining  10%  from 
outsourcing  services. 

• A two-year  summary  of  source  of  revenue, 
as  provided  by  HBOC,  follows: 
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HBO  & Company 

Two-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1994 

1993 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent 

$ 

Total 

$ 

of  Total 

Recurring  revenue 

- Software  maintenance 

$78.7 

22% 

$46.7 

18% 

- Monthly  service  fees 

10.1 

3% 

15.5 

6% 

- Outsourcing  services 

24J 

16% 

2M 

16% 

Subtotal 

$123.4 

35% 

$90.2 

34% 

One-time  sales  revenue 

- Implementation  fees 

$73.2 

20% 

$60.1 

22% 

- Hardware  sales 

67.9 

19% 

59.1 

22% 

- Software  license  fees 

9Z2 

26% 

5L7 

22% 

Subtotal 

$234.0 

65% 

$176.9 

66% 

Total 

$357.4 

100% 

$267.1 

100% 

For  1994,  HBOC’s  revenue  was  derived  as 
follows: 


1994 

Product/Service 

Revenue 
$ Millions 

Percent 
of  Total 

North  America  (a) 

$257.6 

72% 

Outsourcing  Service  Group 

30.0 

8% 

Amherst  Product  Group  (b) 

32.3 

9% 

International  Group 

16.2 

5% 

Connect  Technology  Group 

21.3 

6% 

Total 

$357.4 

100% 

(a)  Includes  the  STAR,  Pathways  2000,  HealthQuest, 
Series  and  Serving  Software  groups  in  the  U.  S. 
and  Canada. 


(b)  Includes  TRENDSTAR  and  QUANTUM  products. 

Market  Financials 

HBOC’s  revenue  is  derived  from  the  health 
care  industry.  Approximately  96%  of  1994 
revenue  came  from  hospitals.  The  remaining 
4%  came  from  clinics  and  physician  practices. 


The  company’s  primary  market  for  its 
products  and  services  consists  of  acute-care 
hospitals  (and  affiliated  organizations)  in  the 
above- 100-bed  range  in  the  U.S.  Through 
hospital  affiliates,  HBOC  is  marketing  new 
products  to  the  total  health  care  enterprise, 
including  ambulatory  care,  physician  offices 
and  managed  care  providers. 

Geographic  Markets 

Approximately  95%  of  HBOC’s  1994  revenue 
was  derived  from  the  U.S.  and  5%  from 
international  sources,  including  the  U.K., 
Australia  and  New  Zealand. 

Acquisitions 

In  September  1995,  HBOC  acquired  CliniCom 
Inc.  of  Boulder  (CO)  for  approximately  3.46 
million  shares  of  HBOC  common  stock.  The 
acquisition  will  be  accounted  for  as  a pooling 
of  interests. 

• CliniCom  develops  point-of-care  clinical 
information  systems.  With  1994  revenue  of 
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$35.4  million,  CliniCom  has  approximately 
100  customers  throughout  the  U.S.,  many  of 
which  also  have  HBOC  systems  installed. 

• The  acquisition  represents  the  culmination 
of  a marketing  relationship  between 
CliniCom  and  HBOC  that  dates  back  to 
1988.  In  late  1993,  the  two  companies 
formalized  their  relationship  with  a teaming 
alliance  whereby  HBOC  agreed  to  integrate 
CliniCom’s  products  with  its  own 
applications  in  the  creation  of  Pathways 
Care  Manager,  a multidisciplinary  clinical 
solution  for  the  health  enterprise. 

• The  operations  of  CliniCom  will  be  merged 
into  HBOC’s  Pathways  2000  organization. 

In  July  1995,  HBOC  acquired  Pegasus 
Medical,  Ltd.,  a privately  held  Israeli  software 
company  with  offices  in  Jerusalem  and 
Boston.  The  transaction  was  accounted  for  as 
a purchase. 

• Pegasus  was  formed  in  1992  by  two 
physicians  to  develop  and  market  a 
computer-based  patient  record  known  as 
The  Smart  Medical  Record  (SMR™),  a pen- 
based  system  designed  for  the  physician’s 
office  and  across  the  continuum  of  care. 

• The  acquisition  is  a continuation  of  HBOC’s 
strategy  to  address  the  ambulatory  care 
requirements  of  health  enterprises  and 
integrated  delivery  networks. 

• The  operations  of  Pegasus  will  be  merged 
into  HBOC’s  Pathways  2000  organization. 

In  June  1995,  HBOC  acquired  the  Health 
Systems  Group  (HSG)  of  First  Data 
Corporation  for  four  million  shares  of  HBOC 
stock.  The  transaction  was  accounted  for  as  a 
purchase  of  assets. 


• HSG,  based  in  Charlotte  (NC),  provides 
information  systems  and  services  to 
hospitals,  medical  group  practices  and 
medical  facilities  throughout  the  U.S.,  the 
U.K.,  Australia,  Puerto  Rico  and  other 
countries.  Its  key  products  include  The 
Precision  Alternative,  SAINT®  Host-Based 
Systems  and  First  Perspective. 

• HSG,  with  1994  revenue  of  approximately 
$121  million,  has  more  than  500  customers 
worldwide. 

• The  acquisition  is  a continuation  of  HBOC’s 
strategy  to  deliver  new  enterprisewide 
solutions  while  continuing  to  support  and 
enhance  customers’  existing  products. 

• HSG  now  operates  as  Charlotte  Product 
Group,  a business  unit  under  Chuck  Miller, 
a former  HSG  vice  president. 

In  February  1995,  HBOC  acquired  Advanced 

Laboratory  Systems,  Inc.  (ALS)  of  Eugene 

(OR)  for  approximately  $8  million.  The 

acquisition  was  accounted  for  as  a purchase. 

• ALS  was  a privately  held  developer  of 
laboratory  software  for  the  health  care  and 
commercial  marketplaces. 

• With  offices  in  Eugene  (OR)  and  Salt  Lake 
City  (UT),  ALS  had  approximately  135 
customers  representing  some  250 
laboratories  in  the  U.S.  and  Canada,  which 
brings  the  total  number  of  HBOC  laboratory 
customers  to  more  than  300. 

• ALS  had  1994  revenue  of  $17.3  million  and 
had  approximately  100  employees  at  the 
time  of  the  acquisition. 

• In  addition  to  expanding  HBOC’s  presence 
in  the  laboratory  information  systems  (LIS) 
market,  ALS,  through  its  Advantage 
System,  adds  commercial,  hybrid  and 
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reference  LIS  capabilities  to  the  HBOC 
product  portfolio. 

• ALS  now  operates  as  a business  unit  known 
as  the  Advanced  Laboratory  Group  under 
the  leadership  of  its  former  president  and 
CEO,  Jack  Holthaus. 

In  December  1994,  HBOC  acquired  Care 
2000,  a small,  private  firm  in  Atlanta 
specializing  in  case  management 
methodologies. 

In  September  1994,  HBOC  acquired  Serving 
Software,  Inc.  of  Minneapolis  (MN)  for 
approximately  1.48  million  shares  of  HBOC 
common  stock.  The  acquisition  was  accounted 
for  as  a pooling  of  interests. 

• Serving  Software  developed  health  care 
resource  management  software.  Its 
products,  which  include  the  Forte  system, 
focus  on  the  management  of  patient, 
physician  and  resource  scheduling 
throughout  the  heath  care  enterprise.  The 
firm  had  systems  installed  in  nearly  800 
hospitals  worldwide. 

• Publicly  held  Serving  Software  reported 
1993  revenue  of  $13.7  million  and  net 
income  of  $472,000,  and  had  approximately 
150  employees  at  the  time  of  the  acquisition. 

• Serving  Software  now  operates  as  the 
Serving  Software  Group,  an  independent 
business  unit  of  HBOC. 

In  May  1994,  HBOC  acquired  IBAX 
Healthcare  Systems,  a partnership  of 
subsidiaries  of  Baxter  Healthcare  Corp.  and 
IBM,  for  approximately  $44  million.  The 
acquisition  was  accounted  for  as  a purchase. 

• IBAX  focused  on  extending  health  care 
management  within  and  beyond  the  hospital 
to  the  community  care  network  with  its 


IBAX  Series  3000,  4000  and  5000  lines  of 
“core”  hospital  transaction  systems.  Series 
3000  and  4000  run  on  the  IBM  AS/400  and 
the  Series  5000  runs  on  IBM  mainframes. 

• The  acquisition  broadened  HBOC’s  portfolio 
of  product  offerings  to  include  applications 
that  run  on  the  IBM  AS/400  platform  and 
brought  approximately  475  health  care 
customers  to  HBOC’s  customer  base. 

• IBAX’s  Series  3000  and  4000  products  are 
now  marketed  through  HBOC’s  Series 
3000/4000  business  unit  and  the  Series  5000 
is  offered  through  HBOC’s 
HealthQuest/Series  5000  business  unit. 

Employees 

As  of  December  31,  1994,  HBOC  had  2,383 
employees. 

The  company  currently  has  approximately 
3,400  employees  (3,200  U.S.  and  200 
international). 

Key  Products  and  Services 

HBOC’s  portfolio  of  products  is  organized  into 
three  areas — Infrastructure,  Enterprise 
Management  and  Improved  Clinical  Practice. 

Infrastructure 

HBOC’s  range  of  networking  and  database 
applications  provide  the  elements  for 
integrating  and  uniting  providers  across  the 
continuum  of  care.  In  bringing  the  enterprise 
together,  these  solutions  establish  the  basis 
for  a lifelong  patient  record: 

• Pathways  Interface  Manager,  which  is 
offered  with  Pathways  Health  Network 
Server  or  as  a separate  product,  provides  a 
mechanism  that  converts  data  from  one 
application  to  a format  that  is  readable  by 
many  other  applications.  It  also  manages 
and  consolidates  traffic  on  the  network  and 
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maintains  a repository  of  information  about 
network  transactions  and  performance. 

• Pathways  Health  Network  Server  (HNS)  is 
a relational  database  that  functions  as  a 
central  repository  for  patient  transactions 
by  integrating  diverse  clinical,  financial  and 
administrative  data  elements  into 
meaningful  and  accessible  information  on 
patient  episodes.  Other  products,  such  as 
Pathways  Clinical  Workstation,  Pathways 
Health  Network  Management  and 
Pathways  Managed  Care,  build  on  top  of 
HNS  to  provide  business  functionality  that 
spans  the  health  care  enterprise. 

• Pathways  Health  Network  Management  is  a 
common,  enterprisewide  (and  potentially 
communitywide)  patient/customer/enrollee 
management  system  that  allows 
organizations  to  collect  and  disseminate 
information  about  individuals  to  and  from 
diverse  providers  over  time. 

• Network  technologies  and  services — The 
Connect  Technology  Group  provides  design, 
installation,  consulting  and  hardware  and 
software  support  services  for  local, 
metropolitan  and  wide-area  networks,  as 
well  as  value-added  network  services, 
including  EDI,  Internet  access,  electronic 
funds  transfer,  payer  access  and  electronic 
customer  support.  These  services  are 
provided  to  a range  of  HBOC  customers, 
from  large  multifacility  health  care  groups 
to  small  community  hospitals. 

Enterprise  Management 

HBOC’s  scheduling  system,  managed  care 
solutions  and  QUANTUM  enterprise 
information  system  provide  business 
functionality  to  support  today’s  emerging 
health  networks: 

• Pathways  Healthcare  Scheduling  is  a 
client/server-based  patient-focused 


scheduling  and  resource  management 
system  that  enables  caregivers  to  transform 
an  assortment  of  procedures  into  a 
coordinated  treatment  plan  and  then  assign 
the  appropriate  resources  for  just  the 
amount  of  time  needed  to  carry  out  that 
plan. 

• Pathways  Managed  Care  manages  the 
variety  of  contractual  arrangements  that 
exist  among  providers,  payers  and  patients. 
It  also  assists  in  performing  related 
business  activities  such  as  tracking 
membership  and  processing  encounters,  in 
performing  clinical  managed  care  activities 
such  as  utilization  management  and  in 
managing  benefit  plans  and  the  business 
activities  that  support  benefits  services  such 
as  premium  billing  and  claims  adjudication. 

• Pathways  Contract  Management  offers  a 
focused  range  of  applications  that  monitor 
and  manage  multiple  varied  contracts  for 
providers  with  significant  managed  care 
volumes.  The  product  is  interfaced  to 
HBOC’s  patient  accounting  systems  and  the 
TRENDSTAR  decision  support  system. 

• QUANTUM  is  an  enterprise  information 
system  for  both  minicomputers  and 
mainframes  that  presents  data  collected 
from  transaction  and  decision  support 
systems  in  graphical  formats  and  at  a level 
of  detail  required  to  assist  executives  in 
decision  making. 

Improved  Clinical  Practice 

HBOC  offers  hospital-based  “core”  transaction 
and  decision  support  systems,  along  with 
client/server,  clinician-focused  tools. 

STAR,  Series  and  HealthQuest — HBOC  offers 
its  core  hospital  information  systems  on  a 
variety  of  hardware  platforms. 
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• The  STAR  family  of  products  operates  with 
open  systems  architecture  on  RISC-based 
hardware  from  Data  General,  Hewlett- 
Packard,  Digital  and  IBM. 

• Series  300  products  operate  on  IBM  AS/400 
and  RS/6000  hardware,  and  Series  4000 
runs  on  the  IBM  AS/400. 

• The  HealthQuest  and  Series  5000  products 
are  IBM  mainframe-based. 

• Applications  supported  by  these  systems 
include  patient  care  and  clinical/ 
departmental  (laboratory,  radiology, 
pharmacy,  financial)  applications. 

TRENDSTAR  minicomputer-based  decision 
support  information  systems  for  health  care 
organizations  are  sold  as  part  of  HBOC’s 
network  of  products  or  as  standalone  systems. 

• TRENDSTAR  helps  an  organization 
implement  programs  for  clinical  practice 
evaluation,  clinical  pathways  development, 
outcomes  analysis  and  benchmarking. 

• TRENDSTAR  products  include: 

- The  Hospital  System  Library  for 
budgeting  and  forecasting 

- Management  Cost  Accounting  for 
procedure-level  management  information 
in  support  budgeting  and  intermediate 
product  cost  accounting 

- Clinical  Cost  Accounting  for  patient-level 
clinical  and  financial  analysis 

- Contract  Payment  Advisor  for  analysis 
and  tracking  for  contract  negotiation, 
administration,  claims  management  and 
performance  tracking 

- Resource  Utilization  Analyst,  for 
information  on  resource  consumption 


- Marketing  Systems  Library,  for  market 
analysis  and  strategic  planning 

SAINT  EXPRESS  is  a UNIX-based  health 
care  information  system  that  is  available  as  a 
turnkey  system  or  processing  service.  It  offers 
integrated  clinical  and  financial  applications 
to  acute-care  hospitals  and  multientity  health 
care  facilities. 

The  Precision  Alternative  is  an  integrated 
hospital  information  system  that  serves 
medium-sized  to  large  hospitals.  The  system 
runs  on  Digital  and  HP  platforms  and 
features  integrated  patient  care,  financial  and 
clinical  applications,  and  information 
management  tools.  It  is  installed  in  more 
than  400  health  care  facilities  worldwide. 

The  HFC  EXPRESS  hospital  information 
system  is  a distributed  processing  service  that 
provides  more  than  30  modules  and  4,000 
reports,  including  accounts  payable  and 
receivable,  fixed  assets,  payroll,  physician 
statistics  and  third-party  billing. 

First  Perspective  is  an  imaging  system  that 
combines  imaging,  medical  records 
information  processing  and  workflow 
management  to  create  an  electronic  medical 
record  and  integrates  it  with  other  hospital 
departments. 

Pathways  Care  Manager  is  a 
multidisciplinary  system  for  clinicians  that 
provides  care  planning,  flowsheet  charting 
and  case  management  functions  at  either  the 
nursing  station  or  the  point  of  care. 

Pathways  Clinical  Workstation  provides  the 
integrated  clinical  information  necessary  for 
the  computer-based  patient  record.  It 
assimilates  clinical  data  into  meaningful 
information  for  multiple  user  communities, 
including  clinicians,  health  care  managers, 
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Clients 


case  managers  and  physicians  and  other 
caregivers. 

Outsourcing  Services  Group 

HBOC  provides  outsourcing  services  in  the 
U.S.  and  the  U.K.  These  services  include 
managing  hospital  data  processing  operations, 
as  well  as  strategic  management  services  in 
information  systems  planning,  receivables 
management,  business  office  administration 
and  major  system  conversions. 

In  August  1995,  HBOC  signed  a five-year, 
nearly  $70  million  contract  with  Maricopa 
County  Health  Care  System  (MCHCS)  of 
Phoenix  (AZ). 

In  February  1995,  HBOC  was  awarded  a 
seven-year  outsourcing  contract  with  North 
General  Services  Corporation  of  New  York 
City. 

In  October  1994,  HBOC  was  awarded  a four- 
year  outsourcing  contract  with  Holy  Cross 
Health  System  Corporation  in  South  Bend 
(IN). 

In  June  1994,  HBOC  acquired  the  Unisys 
PRN  (Professional  Resource  Network)  product 
line  and  related  Charlotte  (NC)  data  center 
operations.  The  Charlotte  office,  which  is 
managed  by  the  Outsourcing  Services  Group, 
provides  ongoing  customer  service  and 
support  for  some  60  PRN  customers  in  the 
U.S.  and  Canada. 

In  April  1994,  HBOC  increased  its  presence  in 
the  U.K.  when  it  contracted  with  the  North 
East  Thames  Regional  Health  Authority  to 
transfer  the  assets  and  90-person  staff  of  a 
full-service  computer  center  to  HBOC.  The 
initial  contract  brought  in  37  outsourcing 
contracts. 


As  of  December  31,  1994,  HBOC  had  590 
active  users  of  patient  care  systems,  600 
active  users  of  clinical/departmental  systems, 
837  active  users  of  financial  systems,  639 
active  users  of  decision  support  systems  and 
55  active  users  of  enterprise  information 
systems.  In  addition,  HBOC  had  129  LAN, 
MAN  and  WAN  customers. 

Marketing  and  Sales 

HBOC  markets  its  products  in  the  U.S., 
Canada  and  the  U.K.  through  a direct  sales 
force. 

Products  and  services  are  marketed  to  the 
federal  government  through  an  alliance  with 
Science  Applications  International 
Corporation  (SAIC). 

Through  licensing  and  marketing  agreements 
with  other  firms,  some  HBOC  products  are 
also  available  in  other  parts  of  the  world, 
including  Australia,  New  Zealand  and  the 
Middle  East. 

Alliances 

In  May  1995,  HBOC  announced  a strategic 
alliance  with  HCIA  Inc.  of  Baltimore  to  offer 
HCIA’s  IMPAQ  family  of  data  products  to 
HBOC’s  decision  support  systems  customers 
and  prospects. 

In  January  1995,  HBOC  signed  an  exclusive 
two-year  reseller  agreement  with  Science 
Applications  International  Corporation  (SAIC) 
that  allows  SAIC  to  market  HBOC’s  health 
care  information  systems  to  the  federal 
government.  During  the  third  quarter  of 
1995,  SAIC  agreed  to  install  HBOC’s 
TRENDSTAR  decision  support  system  in  the 
120  U.S.  Department  of  Defense  hospitals 
throughout  the  country. 
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In  October  1994,  HBOC  formed  an  alliance 
with  Scientific  Data  Management,  Inc.  (SDM) 
of  Detroit  to  offer  SDM’s  UNIX-based 
physician  practice  management  system  as 
HBOC’s  solution  for  physicians.  The  alliance 
gives  HBOC  the  exclusive  right  to  provide  the 
SDM  product  to  its  customer  and  prospect 
base. 

In  August  1994,  HBOC  signed  a remarketing 
agreement  with  Software  Technologies 
Corporation  (STC),  a software  developer  based 
in  Arcadia  (CA).  HBOC  will  license  STC’s 
Datagate  interface  engine  for  use  in  its 
Pathways  2000  Interface  Manager. 

In  May  1994,  HBOC  formed  an  alliance  with 
Unisys  focused  on  providing  products  and 
services  to  approximately  60  health  care 
organizations  formerly  served  by  Unisys. 

• Under  the  agreement,  HBOC  acquired 
Unisys’  PRN  product  line  and  related 
Charlotte  (NC)  operations,  which  provide 
ongoing  customer  service  and  support  for 
Unisys  customers  in  the  U.S.  and  Canada 
that  license  PRN  applications.  Unisys 
continues  to  support  its  hardware  and 
operating  system  software. 


• HBOC  manages  the  Unisys  PRN  customers 
through  its  outsourcing  services  business 
unit. 

• As  part  of  the  alliance,  HBOC  is  a 
marketing  associate  and  value-added 
reseller  of  Unisys  products  and  services. 

Competition 

HBOC’s  primary  competitor  is  Shared 
Medical  Systems.  Other  major  competitor 
firms  include  MEDITECH,  ALLTEL 
Information  Systems  and  Cerner  Corporation. 

HBOC  also  competes  with  consulting  firms, 
shared  service  vendors,  certain  hospitals  and 
hospital  groups  and  several  regional  Bell 
operating  companies’  services  divisions. 


HBO  & Company 
November  1995 


© INPUT  1995.  Reproduction  prohibited. 


Page  11  of  11 


. 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


February  1995 


Health  Data  Sciences 


Corporation 


CEO:  Ralph  A.  Korpman,  M.D. 

President:  Peter  Gladkin 

268  West  Hospitality  Lane 
San  Bernardino,  CA  92408 
Phone:  (909)  888-3282 

Fax:  (909)885-0124 


Status:  Private 

Employees:  160 

Revenue:  $35,000,000  * 

Fiscal  Year  End:  3/31/95 

• Company  estimate 

Key  Points 

• Health  Data  Sciences  Corporation  (HDS®)  offers 
its  UNIX-based  ULTICARE®  Patient  Care 
Information  System  to  health  care  enterprises  in 
the  U.S.  and  Canada. 

• HDS  has  recently  announced  a strategic  alliance 
with  McCaw  Cellular  Communications,  Inc.  This 
alliance  will  allow  HDS  to  provide  wireless, 
mobile  access  to  ULTICARE  using  McCaw’s 


Cellular  Digital  Packet  Data  (CDPD)  service 
called  AirData.  The  HDS  wireless  mobile 
capability  will  be  called  ULTI-Link. 

• In  1995,  HDS  announced  the  availability'  of 
ULTI-Data,  a SQL  standards-based  data 
repository  providing  an  extensive  tool  set  for  data 
analysis  and  decision  support  when  coupled  with 
ULTICARE. 

• In  1995,  HDS  also  announced  the  availability  of 
the  ULTICARE  Clinical  Workstation  graphical 
user  interface  (GUI)  to  run  on  Microsoft 
Windows.  The  GUI  employs  a navigation  model 
that  allows  authorized  providers  throughout  health 
care  enterprises  to  easily  access  multiple 
Windows  in  ULTICARE. 
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• In  1 994,  HDS  introduced  the  Case  Management 
and  Clinical  Outcomes  module  of  ULTICARE. 
The  module  features  automated  clinical  pathways 
and  was  designed  to  improve  the  quality  of  patient 
care  while  reducing  costs  and  improving  clinical 
outcomes. 

Company  Description 

HDS  is  a developer  and  supplier  of  advanced  patient 
care  information  systems  to  health  care  enterprises. 

HDS  was  founded  in  1983  and  is  privately  held. 

The  company’s  principals  and  key  employees  have 
been  working  together  for  more  than  ten  years 
developing,  marketing  and  supporting  patient  care 
information  systems. 

Operations  and  Structure 

U S.  sales  offices  are  in  Boston  (MA),  Houston 
(TX),  Chicago  (IL)  and  San  Bernardino  (CA). 

HDS’  Canadian  subsidiary,  HDS  Ltd.,  is  based  in 
Toronto.  HDS  Ltd.  has  two  employees  supporting 
installation  services. 

Strategy 

System  integration  is  the  cornerstone  of  the 
ULTICARE  Patient  Care  Information  System. 

• A common  patient  database  is  combined  into  a 
single  operating  system/programming  language 
and  a unified  hardware  environment. 

• Data  entered  anywhere  in  the  system  is 
immediately  available  to  all  authorized  users, 
providing  improved  communication  throughout 
the  health  care  enterprise. 

HDS  plans  to  continue  enhancing  its  products  to 
meet  the  needs  of  health  care  enterprises. 

Financials 

HDS'  fiscal  1995  revenue  is  estimated  at  $35 
million,  the  same  as  in  fiscal  1994  and  fiscal  1993. 


Market  Financials 

One  hundred  percent  of  HDS'  revenue  is  derived 
from  the  medical/hospital  industry. 

HDS  serves  health  care  enterprises  with  150  or 
more  beds. 

Geographic  Markets 

Approximately  80%  of  HDS’  revenue  was 
generated  from  the  U.S.  and  the  remaining  20%  was 
from  Canada. 

Employees 

HDS’  160  employees  consist  of  health  care 
information  system  professionals  (physicians, 
nurses,  allied  health  specialists,  hospital 
administrators,  computer  scientists)  with  extensive 
experience  in  the  development  and  installation  of 
health  care  information  systems. 

Approximately  10  employees  are  involved  in 
marketing  and  sales. 

Key  Products  and  Services 

The  ULTICARE  Patient  Care  Information  System 
is  an  integrated  system  that  uses  Data  General 
UNIX  RISC-based  Aviion  computers  operating 
under  DG/UX. 

• The  turnkey  system  addresses  a health  care 
enterprise's  integrated  information  processing 
requirements  via  the  integrated  monitoring, 
scheduling,  documentation  and  control  of  all 
patient  care  activities. 

• ULTICARE  has  been  designed  to  support 
multiple  facilities  using  the  concept  of  a 
corporate-wide  patient  database.  All  authorized 
users  of  ULTICARE,  regardless  of  location  or 
entity,  can  have  access  to  all  patient  information. 

• To  accomplish  this,  patient  care  workstations  are 
situated  throughout  the  enterprise — at  nursing 
stations,  throughout  all  ancillaries,  in  alternative 
care  facilities  and  in  physicians'  offices. 
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• The  ULTICARE  system  provides  a complete  on- 
line medical  record  from  which  current  and  past 
medical  history  and  events  can  by  instantaneously 
accessed.  In  addition,  the  system  provides 
complete  data  collection  and  review  capabilities  at 
the  point  of  care,  thus  allowing  care  providers 
more  time  to  spend  with  their  patients. 

• The  system’s  criteria  evaluation  engine  (CEE)  is  a 
real-time  tool  that  supports  concurrent  review  of 
patient  information,  ULTICARE’s  CEE  allows 
hospital  staff  to  determine  the  conditions  that  they 
want  to  monitor  and  then  what  action  to  take  when 
the  conditions  become  true.  As  a result, 
concurrent  rather  than  retrospective  information 
can  be  reviewed. 

• ULTICARE  functional  capabilities  include: 

- Patient  registration/ ADT 

- Point-of-care  nursing  support 

- Physician  support 

- Health  maintenance  record 

- Order  communications/charge  capture 

- Result  reporting 

- Quality  assurance/utilization  review 

- Laboratory  departmental  processing 

- Medical  records  departmental  processing 

- Pharmacy  departmental  processing 

- Radiology  departmental  processing 


- Cost  finding  and  analysis 

- Outpatient  appointment  and  encounter 
processing 

- Nursing  management 

- Report  writer/query  processor 

- Criteria  evaluation  processor 

• Pricing  ranges  from  $5,000  to  $7,000  per  bed. 

• HDS  currently  has  38  sites  installed  or  under 
installation. 

HDS  provides  customer  support  services — such  as 
system  implementation  and  maintenance 
services — to  its  clients. 

Clients 

HDS  has  a customer  base  comprised  of  38  health 
care  enterprises  in  the  U.S.  and  Canada. 

Marketing  and  Sales 

HDS  markets  its  ULTICARE  system  through  a 
direct  sales  force. 

Alliances 

HDS  is  a value-added  reseller  (VAR)  for  Data 
General. 

Competitors 

Major  competitors  include  TDS  Healthcare  Systems 
(Systematics),  Pharmis,  HBO  & Company,  Shared 
Medical  Systems  Corporation,  and  Medical 
Information  Technology,  Inc.  (MEDITECH). 


- Other  ancillary  departmental  processing 

- Patient  scheduling  and  control 

- DRG/case  mix  analysis 

- Phvsician/professional  staff  registry 
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COMPANY  PROFILE 


HEALTH  MANAGEMENT 
SYSTEMS,  INC. 

401  Park  Avenue  South 
New  York,  NY  10016 
(212)  685-4545 


Paul  J.  Kerz,  Chairman,  President, 
and  CEO 

Public  Corporation,  NASDAQ 
Total  Employees:  315 
Total  Revenue,  Fiscal  Year  End 
10/31/91:  $33,732,000 


The  Company 


Health  Management  Systems,  Inc.  (HMS),  founded  in  1974, 
provides  specialized  systems  operations  processing  and  computer 
software  services  to  hospitals  and  government  health  care  agencies. 

• HMS'  services  assist  hospitals  in  obtaining  proper  reimbursement 
for  health  care  services  from  Medicare,  Medicaid,  Blue  Cross, 
commercial  insurance  carriers,  and  other  third-party  payors. 

• The  company  also  provides  processing  services  to  state  agencies 
that  administer  the  federal  Medicaid  program  to  identify  and 
recover  amounts  paid  improperly  for  health  care  claims  covered 
by  other  insurance. 

• The  company's  strategy  is  to  expand  its  business  through  internal 
growth  and  selective  acquisitions  and  to  maintain  and  enhance 
the  skill  and  experience  level  of  management. 

In  March  1989,  HMS  underwent  a recapitalization  whereby  all  of  its 
outstanding  capital  stock  was  acquired  from  HMS  management  by 
Welsh,  Carson,  Anderson  & Stowe  (WCAS)  and  certain  WCAS 
investment  partnerships.  The  purchase  price  was  approximately  $27 
million  in  cash,  notes,  and  common  stock.  After  the 
recapitalization,  affiliates  of  WCAS  held  70%  of  HMS'  equity  and 
HMS'  management  held  the  balance. 

In  February  1990,  HMS  acquired  Quality  Medi-Cal  Adjudication, 
Inc.  (QMA)  of  Sacramento  (CA)  from  National  Medical 
Enterprises,  Inc.  (NME)  for  $4.2  million  in  cash  and  future  services 
provided  to  hospitals  owned  by  NME. 

• QMA  provides  approximately  130  hospitals  in  California  with 
automated  billing  and  claims  processing  follow-up  services  for 
claims  submitted  to  Medi-Cal  and  certain  commercial  carriers. 
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• At  the  time  of  its  acquisition,  QMA  was  incurring  significant 
operating  losses  and  had  negative  cash  flow.  However,  as  a 
result  of  operational  changes  instituted  by  HMS,  QMA  has 
significantly  reduced  its  costs  and  in  1991  began  to  make  a 
positive  contribution  to  HMS'  operating  margin  and  cash  flow. 

In  fiscal  1991,  QMA's  operations  contributed  $7.0  million  to 
revenue  and  $519,000  to  HMS'  consolidated  operating  income. 

In  March  1992,  HMS  issued  a prospectus  in  anticipation  of  an  initial 
public  offering  of  two  million  shares  of  common  stock.  Estimated 
proceeds  from  the  sale  are  expected  to  be  $27  million.  Subsequent 
to  the  offering,  affiliates  of  WCAS  will  own  approximately  35%  and 
HMS  management  will  own  approximately  20%  of  HMS' 
outstanding  common  shares. 

HMS'  fiscal  1991  revenue  reached  $33.7  million,  a 31%  increase 
over  fiscal  1990  revenue  of  $25.7  million.  Net  losses  were  over  $1.8 
million  in  fiscal  1991,  compared  to  net  losses  of  $3.0  million  in  fiscal 
1990.  In  the  three-year  summary  that  follows,  fiscal  1989  financials 
are  presented  on  a pro  forma  basis  as  if  the  March  1989 
recapitalization  occurred  on  November  1,  1988. 


HEALTH  MANAGEMENT  SYSTEMS,  INC 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

10/91 

10/90 

10/89 

Revenue 

$33,732 

$25,747 

$17,950 

• Percent  change 
from  previous  year 

31% 

43% 

N/A 

Income  (loss)  before  taxes 

$(2,595) 

$(4,556) 

$(5,097) 

• Percent  change 

from  previous  year 

43% 

11% 

N/A 

Net  income  (loss) 

$(1,851) 

$(3,051) 

$(2,968) 

• Percent  change 

from  previous  year 

39% 

(3%) 

N/A 

Earnings  (loss)  per  share 

$(0.70) 

$(1.12) 

$(1.11) 

• Percent  change 

from  previous  year 

38% 

1% 

N/A 

Following  the  recapitalization  in  March  1989,  HMS  devoted 
significant  financial  and  other  resources  to  the  development  of  its 
executive  and  professional  personnel  and  processing  infrastructure, 
as  well  as  the  acquisition  of  QMA  and  subsequent  improvement  of 
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QMA's  operations.  Results  of  operations  for  1989  and  1990  were 
affected  by  the  company's  investment  in  its  long-term  growth. 

As  of  January  31,  1992,  HMS  terminated  a merger  agreement  with 
HHL  Financial  Services,  Inc. 

• HHL  is  a privately  held  company  controlled  by  affiliates  of 
WCAS  that  provides  hospitals  with  accounts  receivable 
management  services  that  are  directed  at  collecting  payments 
from  patients  and  their  insurance  carriers  and  assists  patients  in 
establishing  eligibility  for  various  forms  of  health  care  insurance. 

• In  consideration  of  HHL's  agreement  to  terminate  the  merger 
agreement,  HMS  issued  approximately  0.8  million  shares  of 
HMS  common  stock  to  HHL  and  certain  HHL  stockholders. 

• Effective  January  31,  1992,  HMS  and  HHL  entered  into  an 
agreement  under  which  HMS  will  provide  HHL  with  executive 
management  and  processing  services  through  June  30,  1996. 
During  fiscal  1991,  HMS  received  $1.2  million  from  providing 
these  services  to  HHL  and  anticipates  that  fees  from  HHL  will 
approximate  $3.0  million  in  fiscal  1992. 

• Termination  of  the  merger  agreement  resulted  in  a non-recurring 
charge  of  $7.1  million  (of  which  $6.9  million  is  a non-cash 
charge)  to  HMS'  results  of  operations  for  the  three  months 
ending  January  31,  1992. 

Revenue  for  the  three  months  ending  January  31,  1992  reached  $9.2 
million,  compared  to  $8.0  million  for  the  same  period  in  1990.  Net 
losses  of  $7.3  million  include  the  $7.1  million  in  merger  termination 
expenses  previously  described. 

As  of  March  1992,  HMS  had  315  employees,  segmented  as  follows: 


Project  management  94 

Systems  and  software  development  49 

Computer  operations  57 

Client  support  23 

Executive,  financial,  marketing, 
and  administrative  support  92 


315 


One  hundred  percent  of  HMS'  revenue  is  derived  from  systems 
operations  processing  and  associated  support  services. 
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HMS'  services  are  designed  to  minimize  the  degree  of  error  that 
results  from  the  significant  transaction  processing  requirements  of 
the  third-party  health  care  reimbursement  process.  HMS  uses 
proprietary  software,  systems,  and  data  bases  dedicated  exclusively 
to  the  analysis,  management,  and  liquidation  of  health  care 
accounts  receivable.  The  company  currently  offers  four  basic 
services: 

• Retroactive  Claims  Reprocessing  (RCR)  services 

• Third  Party  Liability  Recovery  (TPLR)  services 

• Comprehensive  Accounts  Management  Services  (CAMS) 

• Electronic  Media  Claiming  Services  (QMA) 


A three-year  summary  of  source  of  revenue  by  service  follows: 


HEALTH  MANAGEMENT  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

10/91 

10/90 

10/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

RCR 

$17.0 

50% 

$13.2 

51% 

$13.0 

72% 

CAMS 

6.1 

18% 

5.5 

21% 

4.3 

24% 

TPLR 

3.6 

11% 

2.5 

10% 

0.7 

4% 

QMA 

7.0 

21% 

4.5 

18% 

- 

- 

TOTAL 

$33.7 

100% 

$25.7 

100% 

$18.0 

100% 

Retroactive  Claims  Reprocessing  (RCR)  services  provided  by  QMA 
includes  reprocessing  of  the  client  hospital's  existing  data  files  to 
identify,  analyze,  correct,  and  assemble  the  data  required  to  submit 
a claim  for  reimbursement  for  patient  services  for  which  the 
hospital  itself  has  been  unable  to  bill  or  secure  reimbursement. 

• HMS  then  submits  the  claim  on  behalf  of  the  hospital  to  the 
appropriate  third-party  payor  and  receives  a fee  equal  to  a 
percentage  of  the  additional  revenue  secured  for  the  hospital. 
These  fees  generally  range  from  20%  to  25%  of  the 
reimbursement  payments  received  by  the  hospital.  All  recoveries 
are  directed  at  third-party  payors  and  do  not  involve  any  contact 
with  patients. 
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• Since  1974,  RCR  services  have  generated  in  excess  of  $650 
million  in  incremental  third-party  claims  reimbursement  for 
hospitals. 

• RCR  contracts  generally  have  three-year  terms  and  are 
cancellable  upon  90  days'  notice. 

• As  of  January  31,  1992,  approximately  1 10  hospitals  and  other 
health  care  providers  were  RCR  clients.  HMS  provides  RCR 
services  to  more  than  100  of  the  largest  public  and  voluntary 
(not-for-profit)  hospitals  in  the  U.S. 

For  its  Third  Party  Liability  Recovery  (TPLR)  services,  HMS  uses 
entitlement  information  obtained  from  government  health  care 
agencies  and  other  public  and  private  sources  to  create  a third-party 
eligibility  data  base. 

• HMS  matches  this  data  base  against  claims  paid  by  a state 
Medicaid  program  to  identify  those  claims  for  which  alternative 
third-party  coverage  is  available. 

• HMS  then  bills  the  appropriate  third  party  payor  on  behalf  of  the 
state  Medicaid  agency  and  generally  receives  from  the  client  a 
contingent  fee  ranging  between  15%  and  20%  of  its  recoveries. 

• HMS  currently  has  TPLR  engagements  in  13  jurisdictions-- 
Illinois,  New  Jersey,  Louisiana,  Maryland,  Maine,  Virginia,  West 
Virginia,  Massachusetts,  Iowa,  Connecticut,  Georgia,  New  York, 
and  the  District  of  Columbia. 

• In  addition,  HMS  recently  entered  into  a contract  with  the 
Health  Care  Financing  Administration  (HCFA),  the  agency  that 
administers  the  Medicare  and  Medicaid  programs  at  the  federal 
level,  to  identify  liable  payors  for  claims  paid  by  Medicare 
through  its  intermediaries  and  carriers  in  eight  states--California, 
Florida,  Georgia,  Illinois,  Massachusetts,  Michigan,  New  Jersey, 
and  New  York. 

• During  fiscal  1991,  TPLR  services  were  provided  to  the  federal 
government  and  government  agencies  in  13  states. 

Comprehensive  Accounts  Management  Services  (CAMS)  are 
offered  to  increase  the  efficiency  and  effectiveness  of  a hospital's 
patient  accounting  operations  by  streamlining  the  billing  process 
and  accelerating  the  reimbursement  of  patient  claims. 

• HMS  provides  a hospital  with  customized  processing  to  integrate 
data  from  the  hospital's  own  billing  and  accounts  receivable 
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systems  and  establishes  electronic  interfaces  between  the 
hospital,  HMS,  and  third-party  payors  or  their  intermediaries. 

• CAMS  services  incorporate  RCR  technology  to  analyze  and 
correct  billing  data  prior  to  submission  to  a third-party  payor  for 
payment.  The  data  is  processed  on  HMS  computers  and  billed 
electronically.  Remittances  from  the  third-party  payor  are  then 
posted  to  the  hospital's  accounts  receivable  system  as  part  of  the 
continuing  service  relationship  with  the  CAMS  client. 

• CAMS  contracts  have  resulted  primarily  from  existing  RCR 
clients.  HMS  currently  provides  CAMS  services  to  seven 
hospitals,  including  three  facilities  operated  by  HMS'  largest 
client,  Los  Angeles  County. 

Electronic  Media  Claiming  Services  are  provided  through  QMA, 
which  was  acquired  in  1990.  QMA  expands  HMS'  RCR  and  CAMS 
services  by  providing  approximately  130  hospitals  in  California  with 
electronic  billing  and  follow-up  services  for  claims  submitted  to 
Medi-Cal  and  a number  of  commercial  insurance  carriers. 

• QMA  offers  an  all-payor  workstation,  which  permits  a hospital’s 
billing  office  to  bill  multiple  third-party  payors  electronically 
from  a single  micro  workstation. 


Approximately  89%  of  HMS'  fiscal  1991  revenue  was  derived  from 
hospitals  and  1 1%  from  federal  government  and  state  agencies. 

The  principal  market  for  the  RCR  and  CAMS  services  consists  of 
approximately  600  acute  care  hospitals  in  the  U.S.  with  300  or  more 
beds  and  more  than  100,000  outpatient  (including  emergency  room) 
visits  per  year. 

The  typical  RCR  client  has  annual  revenue  of  $150  million  to 
$300  million  and  outstanding  accounts  receivable  that  exceed  the 
industry  average  of  approximately  75  days. 

The  market  for  TPLR  services  consists  of  the  Medicaid  agencies  of 
the  50  states  and  the  District  of  Columbia,  plus  a number  of  federal 
agencies,  including  HCFA,  the  Veterans'  Administration,  and  the 
Department  of  Housing  and  Urban  Development.  HMS  believes 
that  TPLR  technology  may  also  be  useful  for  improving 
coordination  of  benefits  by  Blue  Cross  and  other  commercial  health 
insurance  carriers. 
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The  market  for  QMA's  services  includes  approximately  435  acute 
care  hospitals  in  California.  In  addition,  QMA's  all-payor 
workstation  may  be  used  by  acute  care  hospitals  in  other  states. 

HMS'  largest  client,  Los  Angeles  County,  contributed  24%  and  29% 
to  HMS'  total  revenue  in  fiscal  1991  and  1990,  respectively.  The 
City  of  New  York  (and  its  various  health  care  institutions) 
accounted  for  10%  of  HMS'  total  revenue  both  in  fiscal  1991  and 
1990. 


One  hundred  percent  of  HMS'  revenue  is  derived  from  the  U.S. 

HMS  offices  are  in  New  York  City,  Atlanta,  Washington,  D.C., 
Sacramento,  and  Los  Angeles. 


HMS  has  a Hitachi  HDS  EX31  mainframe,  a DEC  8350  VAX 
processor,  and  associated  peripherals  and  microcomputers  installed 
in  support  of  its  various  services. 


June  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  7 of  7 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


April  1995 
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3000  Hanover  Street 
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Status:  Public 

Employees:  98,200  (2/95) 

Revenue:  $24,991,000,000 

Fiscal  Year  End:  10/31/94 


Key  Points 

• Hewlett-Packard  (HP)  is  a leading  global 
manufacturer  of  computing,  communications  and 
measurement  products  and  services. 

• In  January  1994  HP  formed  the  Operations 
Services  Division,  a new  division  within  the 
Worldwide  Customer  Support  Operations 
dedicated  to  developing,  marketing  and  delivering 
client/server  network  and  systems  management 
services,  help  desk  and  business  recovery  services 
and  network  design  and  implementation  services 
using  a “selective  outsourcing”  approach. 


• In  June  1994,  HP  combined  several  existing 
organizations  to  form  the  Solutions  Integration 
Group  (SIG)  to  focus  on  open,  client/server 
information  technology  consulting  solutions.  SIG 
is  leveraging  HP’s  expertise  to  deliver  total 
solutions  to  specific  targeted  markets,  including 
automotive,  telecommunications,  manufacturing 
and  government. 

• During  1994,  HP’s  Finance  and  Remarketing 
Division  (a  division  within  the  Worldwide 
Customer  Support  Operations)  launched  the  HP 
Asset  Management  Service,  which  helps  customers 
better  manage  their  desktop  computing  resources 
and  the  HP  Tech  Refresh  Program,  which  helps 
customers  plan  and  implement  their  transitions  to 
next-generation  workstations  and  PCs. 
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Company  Description 

HP  is  a leading  global  manufacturer  of  computing, 
communications  and  measurement  products  and 
services. 

• The  company  offers  a range  of  systems  and 
standalone  products,  including  electronic  test 
equipment,  computer  systems  and  peripheral 
products,  medical  electronic  equipment,  calculators 
and  other  personal  information  products,  solid  state 
components  and  instrumentation  for  chemical 
analysis. 

• HP’s  products  and  services  are  used  in  industry, 
business,  engineering,  science,  medicine  and 
education  in  more  than  120  countries. 

• HP  was  founded  as  a partnership  in  1939  by 
William  R Hewlett  and  David  Packard.  It  was 
incorporated  in  1947  in  California. 

Information  services  provided  by  HP  include 
protessional  services,  systems  integration,  systems 
operations,  applications  software  and  systems 
software  products. 

Organization  and  Structure 

HP’s  current  organization  structure  is  shown  in  • 
Exhibit  A. 

HP  has  five  major  business  organizations  as  follows: 

• The  Computer  Systems  Organization  is  responsible 
for  systems-related  products  (sold  primarily 
through  its  direct  sales  force,  with  additional 
channel  partners). 

• The  Computer  Products  Organization  is 
responsible  for  printers  and  personal  computation 
products  (sold  primarily  through  dealer  and  third- 
party  sales  channels). 

• The  Measurement  Systems  Organization  includes 
medical,  analytical,  components  and  information 
storage  businesses  and  oversees  integrated-circuits 
activity. 


• The  Test  and  Measurement  Organization  includes 
a range  of  advanced  electronics-based 
measurement  products  and  systems. 

• Worldwide  Customer  Support  Operations  includes 
Multivendor  Support  Division,  Software  Services 
and  Technology  Division,  Operations  Services 
Division.  Finance  and  Remarketing  Division  and 
the  Support  Materials  Organization  (parts 
business).  This  operation  primarily  supports 
products  offered  through  HP’s  Computer  Systems 
and  Computer  Products  Organizations. 

Within  the  five  major  organizations,  HP’s  major  field 
of  interest  are  organized  into  product-related 
businesses. 

• Each  business  determines  its  respective  market 
strategies,  ensures  that  products  and  systems  satisfy 
customer  needs  and  is  responsible  and  accountable 
for  activities  ranging  from  product  generation  and 
manufacturing  to  sales  and  marketing. 

• Each  product  group  represents  a portfolio  of 
related  businesses  and  is  responsible  for  directing 
and  coordinating  the  activities  of  its  divisions  and 
operations. 

• A business  unit  is  typically  a subset  of  a group, 
concentrating  on  a single  business.  While  entities 
within  a business  unit  may  be  geographically 
dispersed,  they  are  linked  by  a common  strategy 
designed  to  offer  customers  fully  integrated  HP 
solutions. 

• Divisions  have  worldwide  product-line 
responsibility  for  their  respective  product  lines. 
Many  divisions  are  vertically  integrated,  with  their 
own  research  and  development,  manufacturing, 
marketing,  personnel,  controllership  and  quality 
assurance  functions. 
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Exhibit  A 

Hewlett-Packard  Corporate  Organization 


GEOGRAPHIC 
OPERATIONS 
Alan  Bickell 


EUROPE/MIOOLE  EAST/ 
- AFRICA 
Franz  Nawratil 


AMERICAS 
George  Cobbe 


ASIA  PACIFIC 
Lee  Ting 


R&O,  HP  LABORATORIES 
Joel  Birnbaum 


CUSTOMER  SUPPORT 
Jim  Arthur 
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• Operations  are  organizational  units  dedicated  to 
particular  tasks,  usually  in  support  of  a product 
group  or  various  divisions  within  a group.  They 
are  generally  smaller  than  a division  and  don’t  have 
the  full  complement  of  functions,  relying  instead 
on  a host  division  or  site  for  some  services. 
Operations  often  evolve  into  divisions. 

Support  activities  for  most  products  are  focused  in  a 
separate  Worldwide  Customer  Support  Operations. 

• Field  activities  are  organized  into  three 
geographies,  which  are  responsible  for  finance, 
accounting,  legal,  personnel,  quality,  information 
systems,  facilities,  fleet  and  other  infrastructure 
serving  the  sales  and  support  functions. 

Management  of  Europe/Middle  East/Africa  and  Asia 
Pacific  also  has  a coordination  responsibility  for 
manufacturing  in  these  geographies,  which  have  their 
corporate  development  and  public  affairs  functions. 

• Management  of  Americas  has  similar 
responsibilities  for  Canada  and  Latin  America. 

Finance  and  Administration  supports  the  functions 
that  provide  expertise,  leadership  and  direction  in 
their  areas  of  responsibility  to  support  HP’s  interests 
with  employees,  shareholders,  customers, 
government  and  communities. 

HP  Laboratories  is  the  corporate  research  and 
development  organization  that  provides  a central 
source  of  technical  support  for  the  product 
development  efforts  of  HP  operating  divisions. 
Research  and  development  activities  are  broadly 
decentralized  throughout  the  operating  units.  An 
R&D  Management  Council  is  chaired  by  the  Senior 
Vice  President  of  R&D,  who  is  also  the  Director  of 
HP  Laboratories. 

Company  Strategy 

HP  is  becoming  an  enterprise  computing  company 
and  solutions  provider.  Its  basic  business  purpose  is 
to  create  information  products  that  accelerate  the 


advancement  of  knowledge  and  improve  the 
effectiveness  of  people  and  organizations. 

HP  sees  the  computer  industry  splitting  into  two 
areas — Information  Utility  (inside  and  outside  the 
enterprise,  including  public  and  private  databases) 
and  Information  Appliances  that  attach  to  it. 

• HP  views  client/server  as  one  client  with  multiple 
servers  instead  of  the  conventional  view.  The  logic 
behind  this  is  the  Information  Utility  model  that 
implies  access  to  multiple  information  sources. 

• HP  s dedication  to  UNIX  operating  systems 
remains  strong,  but  HP  also  focuses  on  other 
operating  environments  outside  of  UNIX  to 
provide  integrated  services  for  customers' 
multivendor  environments. 

HP’s  overall  objective  is  to  be  Number  I or  2 for 
products,  service  or  solutions  in  the  markets  (both 
vertical  and  geographic)  it  serves.  HP's  professional 
services  and  systems  integration  businesses  are 
growing  with  an  objective  to  be  the  Number  3 
integrator  in  the  markets  they  serve  (open  systems, 
client/server). 

HP  continues  to  have  an  aggressive  mainframe 
replacement  program  that  includes  products  and 
services.  The  company  states  that  HP  is  the  Number 
2 “footprint”  in  the  data  center. 

HP  has  a program  to  attack  the  AS/400  market  and 
focus  on  high  speed  networks  to  attack  the 
“Communicopia”  Landscape  driven  by  multimedia 
and  the  information  highway. 

INPUT  estimates  HP's  software  business  grew  20% 
in  1994  and  18%  in  1993,  with  business  focusing  on 
network  management,  workflow  management, 
software  engineering,  mechanical  design  and  objects. 

HP  is  also  focusing  on  collaborative  computing, 
which  includes  multimedia  and  desktop  video 
conferencing.  HP  believes  that  desktop  video  will 
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have  a long  adaptation  period  but  the  engineering 
organization  will  be  the  early  adapters. 

HP  believes  that  the  “Enterprise  Desktop”  will 
require  multitasking,  high  performance  and  advanced 
networking  capabilities,  as  well  as  eventual 
multimedia  capability. 

HP  sales  is  teaming  with  the  Solutions  Integration 
Group  and  Professional  Services  Organization  to 
perform  consultative  selling.  They  are  “leading  with 
consulting"  in  their  enterprise  selling  opportunities. 

HP  is  participating  in  the  outsourcing  market  by 
recommending  a “selective  outsourcing”  approach  to 
potential  clients. 

• HP  has  defined  “selective  outsourcing”  as  the 
choice  clients  make  when  they  turn  over  only  a part 
of  their  operations  to  the  outsourcing  vendor  to 
gain  access  to  technical  IT  experience,  consistent 
worldwide  delivery,  with  flexible  staffing. 

• HP’s  offering  is  based  on  the  observation  that 
many  prospects  do  not  want  to  outsource  their 
entire  operation,  but  prefer  to  combine  internal  and 
external  resources  to  meet  IT  support  needs,  while 
focusing  on  strategic  business  issues  of  the 
company. 

• Target  markets  for  these  services  include 
organizations  transitioning  from  proprietary  to 
open  systems,  client/server  environments  and  HP 
data  center  environments. 

• HP’s  plans  for  its  outsourcing  business  include  a 
comprehensive  worldwide  desktop  services 
offering,  focus  on  vertical  markets  (financial 
services,  health  care,  SAP  applications),  continued 
resource  growth  (enrichment  of  tools  and 
processes)  and  continued  strengthening  of  linkages 
with  HP’s  Professional  Services  Organization. 


Financials 

HP’s  fiscal  1994  revenue  reached  nearly  $25  billion, 
a 23%  increase  over  fiscal  1993  revenue  of  $20.3 
billion.  Net  earnings  reached  $1 .6  billion,  a 36% 
increase  over  $1.18  billion  for  the  prior  year 

• HP’s  orders  increased  22%  over  fiscal  1993. 
totaling  $25.4  billion,  compared  with  a 24% 
increase  in  fiscal  1993.  Domestic  and  international 
orders  grew  24%  and  21%,  respectively. 

• In  fiscal  1994,  net  revenue  grew  23%  in  both  the 
U.S.  and  internationally  to  $1  1 .5  billion  and  $13.5 
billion,  respectively,  following  increases  of  30%  in 
the  U.S.  and  19%  internationally  in  fiscal  1993. 

• Net  revenue  from  equipment  sales  increased  25% 
in  fiscal  1994  compared  with  27%  in  fiscal  1993. 

- Demand  for  the  company’s  peripheral  products, 
such  as  the  HP  LaserJet  and  HP  DeskJet  families 
of  printers,  continued  to  be  excellent  in  1994. 
which  included  the  shipment  of  the  30  millionth 
HP  printer. 

- Orders  for  semiconductor-  and  communications- 
test  equipment,  multi-user  computer  systems 
based  on  UNIX  and  Vectra  PCs  also  continued  to 
be  excellent  in  1 994. 

• Sales  of  customer  support  services  fueled  the 
growth  in  services  revenue  during  both  fiscal  1994 
and  fiscal  1993. 

In  the  five-year  financial  summary  that  follows, 
segmented  equipment  and  services  revenues  have 
been  restated  to  reflect  how  certain  'parts”  revenues 
are  now  reported  under  equipment,  rather  than 
services: 
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Hewlett-Packard  Company 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

10/94 

10/93 

10/92 

10/91 

10/90 

Revenue 

Equipment 

$21,424 

$17,165 

$13,549 

$11,986 

$11,037 

Services 

3.567 

3.152 

2.861 

2.508 

2.196 

$24,991 

$20,137 

$16,410 

$14,494 

$13,233 

• Percent  change  from 

previous  year 

23% 

24% 

13% 

7% 

11% 

Income  before  taxes 

$2,423 

$1,783 

$1,325 

$1,127 

$1,056 

• Percent  change  from 

previous  year 

36% 

35% 

18% 

7% 

(8%) 

Net  income 

$1,599 

$1,177 

$549 

$755 

$739 

• Percent  change  from 

(a) 

previous  year 

36% 

114% 

(27%) 

2% 

(11%) 

Earnings  per  share 

$6.14 

$4.65 

$2.18 

$3.02 

$3.06 

• Percent  change  from 

(a) 

previous  year 

32% 

113% 

(28%) 

(1%) 

(13%) 

(a)  Includes  a $322  million  ($1.31  per  share)  one-time  charge  resulting  from  the  effect  of  a change  in  the 
method  of  accounting  for  retiree  medical  benefits. 


As  a percent  of  revenue,  net  earnings  were  6.4%  in 
fiscal  1994,  compared  to  5.8%  in  fiscal  1993. 

• Cost  of  equipment  sold  and  services  was  $ 1 5.5 
billion  (62%  of  revenue)  in  fiscal  1994,  compared 
to  $12.1  billion  (59.7%  of  revenue  in  fiscal  1993). 
Pricing,  other  competitive  pressures  and  changes  in 
the  mix  of  products  sold  continued  in  1994  and  had 
a significant  impact  on  cost  of  sales  as  a percent  of 
revenue.  In  1994,  a higher  portion  of  revenue  was 
generated  by  sales  through  dealers  and  other 
indirect  channels.  Products,  such  as  peripherals 
and  PCs,  sold  through  these  channels  generally 
carry  higher  discounts,  thereby  increasing  cost  of 
sales  as  a percent  of  revenue.  There  are  ongoing 
efforts  to  improve  cost  structure  by  maximizing 
manufacturing  efficiencies. 

• Research  and  development  expenses  were 
approximately  $2.0  billion  (8%  of  revenue)  in 
fiscal  1994.  $1.8  billion  (9%  of  revenue)  in  fiscal 


1993  and  $1.6  billion  ( 10%  of  revenue)  in  fiscal 
1992. 

• Selling,  general  and  administrative  expenses  were 
$4.9  billion  ( 19.7%  of  revenue)  in  fiscal  1994, 
compared  to  $4.55  billion  (22.4%  of  revenue)  in 
fiscal  1993  due  to  ongoing  cost  control  initiatives 
and  efforts  to  manage  employee  levels. 
Employment  was  increased  by  only  2%  during 
fiscal  1994. 

Interim  Results 

Revenue  for  the  three  months  ending  January  3 1, 
1995  reached  $7.3  billion,  a 29%  increase  over  $5.68 
billion  for  the  same  period  in  1994.  Net  income 
reached  $602  million,  a 64% .increase  over  $368 
million  for  the  same  period  a year  ago. 

• Orders  for  computer  products,  service  and  support 
totaled  $6.1  billion,  a 26%  increase  for  the  year- 
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ago  period.  Order  growth  was  broad-based  and 
especially  strong  in  PCs,  multiuser  systems  and 
workstations. 

• The  company’s  consulting  and  systems  integration 
business  attained  excellent  increases,  while 
demand  for  HP  OpenView,  the  company’s  network 
and  systems  management  platform,  rose  sharply. 

In  February  1995,  HP  announced  a2-for-l  stock 
split. 

Revenue  Analysis  by  Product/Service: 

Approximately  86%  ($21.4  billion)  of  HP’s  fiscal 
1994  revenues  were  derived  from  various  types  of 
computer  equipment  and  software  and  14%  ($3.6 
billion)  from  various  services,  including  services  and 
support  for  equipment,  professional  and  systems 
operations  services,  performance  software  and 
equipment  financing. 


HP  has  estimated  that  its  worldwide  systems 
integration  and  professional  services  revenue  reached 
$900  million  in  fiscal  1994.  a 30%  increase  over 
$700  million  for  fiscal  1993. 

INPUT  estimates  that  approximately  $650  million  of 
HP’s  fiscal  1994  revenue  was  derived  from  I S. 
information  services,  compared  to  $500  million  in 
1993.  Fiscal  1994  U.S.  information  services  revenue 
was  segmented  approximately  as  follows: 


Professional  services 40% 

Systems  integration 25% 

Management  services 

(systems  operations) 13% 

Systems  software 1 2% 

Applications  software 10% 


1 00% 

A three-year  summary  of  source  of  revenue,  as 
provided  by  HP,  follows: 


Hewlett-Packard  Company 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

10/94 

10/93 

10/92 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Computer  products,  service  and 
support 

$19,632 

79% 

$15,572 

77% 

$12,028 

73% 

Electronic  test  and  measurement 
instrumentation,  systems  and  service 

2,722 

11% 

2,318 

11% 

2,207 

13% 

Medical  electronic  equipment  and 
service 

1,141 

4% 

1,149 

6% 

1,010 

6% 

Analytical  instrumentation  and  service 

754 

3% 

704 

3% 

693 

4% 

Electronic  components 

742 

3% 

574 

3% 

472 

3% 

Total 

$24,991 

100% 

$20,317 

100% 

$16,410 

100% 
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Market  Financials 

HP  sells  its  products  and  services  to  industrial  and 
commercial  customers,  educational  and  scientific 
institutions,  health  care  providers  (including, 
individual  doctors,  hospitals,  clinics  and  research 
laboratories),  and,  in  the  case  of  its  calculators  and 
other  personal  information  products,  computer 
peripherals  and  PCs,  to  individuals  for  personal  use. 

HP's  systems  integration  and  professional  services 
are  targeted  to  clients  in  telecommunications,  process 
manufacturing  (food  and  packaged  goods,  chemical 
and  pharmaceuticals  and  petroleum),  discrete 
manufacturing  (auto  and  heavy  equipment, 
electronics  and  aerospace),  financial  services  and 
government. 

HP  has  a renewed  industry  focus. 

• Manufacturing  is  a traditional  strength,  but  the 
company  will  have  increased  focus  in  the 
telecommunications  industry  with  work  on  the 
video  server  and  information  highway. 

• As  part  of  its  Solutions  Integration  Group,  HP  has 
a Telecommunications  business  unit  focused  on 
this  market  worldwide.  Automotive, 
manufacturing  and  government  are  other  areas  of 
focus. 

• Major  accounts  (approximately  2,000  worldwide) 
are  organized  by  industry. 

Geographic  Markets 

Approximately  46%  of  HP's  fiscal  1994  revenue  was 
derived  from  the  U.S.  and  54%  from  international 
sources. 

A three-year  geographic  financial  summary  appears 
on  the  following  page. 

HP’s  total  orders  originating  outside  of  the  U.S.  as  a 
percent  of  total  company  orders  were  approximately 
54%  in  fiscal  1994  and  fiscal  1993  and  55%  in  fiscal 
1992. 


Approximately  two-thirds  of  international  orders  in 
each  of  the  last  three  fiscal  years  were  derived  from 
Europe,  with  most  of  the  balance  coming  from  Japan 
other  countries  in  the  Asia/Pacific,  Latin  America 
and  Canada. 

Acquisitions 

In  July  1994,  HP  acquired  CaLan  Inc.  of  Kingmans 
Ferry  (PA).  Terms  of  the  acquisition  were  not 
disclosed.  CaLan,  a privately  owned  company  with 
55  employees,  supplies  cable-TV  test,  measurement 
and  monitoring  systems. 

In  early  1994,  HP  and  Novell  took  an  equity  position 
in  Geoworks  of  Alemeda  (CA).  Geoworks  develops 
and  markets  the  GEOS  operating  system  for  mobile 
devices,  interactive  television,  information 
appliances  and  smart  phones. 

In  January  1994,  HP  agreed  to  purchase  a 15%  stake 
in  Taligent,  joining  founders  Apple  Computer  and 
IBM.  HP  will  license  and  use  Taligenfs  object- 
oriented  products  and  technologies  on  its  HP-UX 
operating  system  and  Taligent  will  license  key  open 
systems  technologies  from  HP. 

HP  acquired  several  companies  during  1993  for  a 
total  purchase  price  of  $91  million,  obtaining  assets 
of  $1 13  million  and  assuming  liabilities  of  $22 
million. 

• In  October  1993,  HP  acquired  EEsof  Inc. 

- EEsof  developed  computed-aided  engineering 
software  used  to  design  high-frequency  systems, 
circuits  and  devices.  The  company  provided  its 
software  to  over  2,000  customers  in  over  30 
countries. 

- HP  and  EEsof  have  mutual  expertise  in  high- 
frequency  linear  and  nonlinear  circuit  simulation, 
framework  technology  on  UNIX  system-based 
platforms  and  device  characterization. 
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Hewlett-Packard  Company 
Three-Year  Geographical  Financial  Summary 
($  Millions) 


Fiscal  Year 

10/94 

10/93 

10/92 

Geographic  Area 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

— 

US. 

j 

- Unaffiliated  customer  sales 

$11,469 

46% 

$9,346 

46% 

$7,212 

44% 

- Interarea  transfers 

4 653 

19% 

4.738 

23% 

3.720 

23% 

$16,122 

65% 

$14,084 

69% 

$10,932 

67% 

Europe 

- Unaffiliated  customer  sales 

$8,423 

34% 

$7,177 

35% 

$6,083 

37% 

- Interarea  transfers 

1.058 

4% 

899 

4% 

649 

4% 

$9,481 

38% 

$8,076 

39% 

$6,732 

41% 

Asia  Pacific,  Canada  and  Latin 
America 

- Unaffiliated  customer  sales 

$5,099 

20% 

$3,794 

- 19% 

$3,115 

19% 

- Interarea  transfers 

2 765 

11% 

2.165 

11% 

1.120 

Z% 

$7,864 

31% 

$5,959 

30% 

$4,235 

26% 

Eliminations 

$(8,476) 

(34%) 

$(7,802) 

(38%) 

$(5,489) 

(33%) 

Total  Revenue 

$24,991 

100% 

$20,317 

100% 

$16,410 

100% 

Earnings  from  operations 

- 

US. 

$1,472 

58% 

$1,543 

82% 

$1,220 

87% 

Europe 

660 

26% 

447 

24% 

308 

22% 

Asia  Pacific,  Canada  and  Latin 
America 

824 

32% 

630 

34% 

372 

26% 

(Eliminations)  and  corporate 

(407) 

(16%) 

(741) 

(40%) 

(496) 

(35%) 

Total  Earnings 

$2,549 

100% 

$1,879 

100% 

$1,404 

100% 
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- The  acquisition  enhances  HP's  strengths  in 
electromagnetics  and  instrument  automation 
with  EEsofs  strengths  in  communications 
system  simulation  and  support  of  design 
software  on  Windows-  and  DOS-based  PC 
platforms. 

- The  operations  of  EEsof  have  been  merged  into 
HP's  High  Frequency  Design  Software 
Operation,  reporting  to  the  Santa  Rosa  Systems 
Division,  part  of  HP's  Test  and  Measurement 
Organization. 

• In  October  1993,  HP  acquired  Cerjac  Inc.  a 
privately  owned  company  with  35  employees  that 
manufactured  instrumentation,  monitoring  and 
specialized  communications  products  for  the 
telecommunications  industry,  distributing  its 
products  in  North  America.  The  product  lines 
are  complementary  to  HP's  telecom  test 
equipment  for  network  equipment  manufacturers 
and  network  operations. 

• In  September  1993,  HP  acquired  BT&D 
Technologies  Ltd.  of  Ipswich  (England).  BT&D, 
a joint  venture  between  BT  (which  owns  40%) 
and  DuPont  (which  owns  60%),  provides 
semiconductor  fabrication,  components 
manufacturing  and  research  and  development. 

The  acquisition  of  BT&D  positions  HP  as  a 
worldwide  premier  merchant  optoelectronics 
component  supplier. 

• In  July  1993,  HP  acquired  Alcatel  Canada  Wire 
Inc.'s  Fibre  Channel  business  with  23  employees 
from  Alcatel  Cable  of  France.  Alcatel’s  Fibre 
Channel  switching  technology  will  play  a central 
part  in  HP's  ability  to  deliver  high-speed 
interconnect  solutions  based  on  Fibre  Channel. 

• In  May  1993,  HP  acquired  Metrix  Network 
Systems  of  Nashua  (NH).  Metrix,  with  30 
employees,  developed  and  marketed  integrated 
network  applications  ranging  from  strategic 
network  monitoring  to  network  troubleshooting. 
The  software  is  distributed  worldwide  through 


telesales  channels  to  network  managers  of 
Fortune  500  internetworks.  The  acquisition  is 
part  of  HP's  overall  strategy  to  enhance  its 
leadership  position  in  the  growing  markets  for 
integrated  network  monitoring  and  analysis. 

• In  April  1993,  HP  acquired  Four  Pi  Systems 
Corporation  of  San  Diego  (CA),  a leading 
manufacturer  of  automated  process  test  (APT) 
systems  using  X-ray  technology  to  test  surface- 
mount  printed  circuit  assemblies.  Its  systems  are 
distributed  worldwide  through  a number  of 
representatives  in  the  U.S.,  Europe  and  the  Far 
East  and  through  Kanematsu  Electronics  Limited 
(KEL)  in  Japan. 

Employees 

As  of  October  3 I,  1994,  HP  had  approximately 
98,400  employees,  compared  to  96,200  in  fiscal 
1993  and  92,600  in  fiscal  1992. 

Annual  revenue  per  employee  was  approximately 
$254,000  in  fiscal  1994,  $21 1.200  in  fiscal  1993 
and  $177,200  in  fiscal  1992. 

Employees  are  segmented  approximately  as 
follows: 


U.S 59,000 

Europe 20,100 

Asia/Pacific,  Canada  and 
Latin  America 19.3QQ 


98,400 

Key  Products  and  Services 

The  following  discussion  will  provide  an  overview 
of  the  primary  products  offered  through  HP’s  five 
organizations,  together  with  more  detailed 
descriptions  of  the  various  information  services 
offered  by  each  organization. 

Computer  Systems  Organization 

The  Computer  Systems  Organization  (CSO) 
provides  a range  of  multiuser  computer  systems 
and  servers;  PA-RISC  chips  and  RISC  technology; 
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object  technology,  including  object-oriented 
databases  and  programming;  workstations; 
multimedia  software;  multivendor  networking 
products;  network  and  system  management 
products;  applications  software  for  mechanical 
design  (CAD),  workflow  management  and 
computer-aided  software  engineering  (CASE);  and 
telecommunications  solutions  for  wireless  and 
wireline,  such  as  business  support  systems, 
operations  support  systems  and  network 
management. 

Key  products  include  HP  9000  series  computers, 
which  run  HP-UX,  HP's  implementation  of  the 
UNIX  operating  system;  HP  3000  series 
computers;  Series  700  workstations;  the  HP 
ENTR1A  family  of  X terminals;  OpenView 
network  and  systems  management  software;  the  HP 
SoftBench  open,  integrated  CASE  environment; 
MPower  multimedia  software  and  mechanical 
design  (CAD)  software. 

CSC)  Information  Services — SIG 

In  June  1994,  HP  announced  the  formation  of  the 
Solutions  Integration  Group  (SIG)  to  provide 
industry-focused  open,  client/server  information 
technology  consulting  solutions. 

• SIG — which  brings  together  HP’s  existing 
Professional  Services  Organization,  Telecom 
Systems  Business  Unit,  Integrated  Systems 
Division,  Federal  Computer  Operation  and 
International  Software  Operation  to  focus  on 
specific  markets — provides  professional  and 
integration  services  and  custom 
hardware/software  solutions  for  the  automotive, 
telecommunications,  process  and  discrete 
manufacturing  and  government  industries. 

• SIG  includes  more  than  4,100  HP  consulting  and 
integration  experts  worldwide  (generating  an 
estimated  $219,500  in  revenue  per  employee). 
These  consultants  are  part  of  and  leverage  the 
expertise  of  a pool  of  1 7,500  service  and  support 


professionals,  as  well  as  HP's  worldwide 
network  of  research  and  development  labs. 

Units  within  SIG  offer  the  following  capabilities 
and  expertise: 

• Open,  client/server  architecture  planning  and 
implementation 

• Mainframe  alternatives/downsizing 

• Networking  and  networked  systems  management 

• Information  integration  and  access 

• Custom  hardware,  software  and  applications 
development  integrating  measurement, 
computation  and  communications 

• Large-scale  project  management 

SIG  continues  to  work  with  partners  offering 
supplementary  and  complementary  services. 

HP’s  telecommunications  systems  solutions 
include  business  support  systems  (such  as  billing 
and  customer  care),  operations  support  systems 
(such  as  network  planning,  design  and 
management),  network  systems  (such  as  signaling 
gateways  and  network  databases)  and  corporate 
infrastructure  systems  (such  as  electronic 
messaging,  financial  and  personnel  systems). 
Telecom  clients  have  included  the  Taiwan 
Directorate  General  of  Telecommunications, 
AT&T,  BT,  Cellular  One,  GTE  and  U S West. 

The  Professional  Services  Organization  (PSO) 
provides  client/server  systems  integration, 
technology  consulting,  applications  development 
and  education  and  training  services  to  clients  in 
many  industries. 

• HP  has  been  successfully  selling  its  Mainframe 
Alternative  Program — a combination  of  systems, 
software  and  systems  integration/consulting 
services.  HP  has  migrated  more  than  3,000 
companies  to  open,  client/server  computing. 
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including  customers  such  as  Levi  Strauss,  Timex, 
Sony,  Boeing,  GTE,  Texaco,  Diners  Club  and 
others. 

• PSO  has  a training  portfolio  of  more  than  200 
courses.  Educational  services  are  available  at  the 
client  site  or  at  one  of  HP’s  40  education  centers 
worldwide.  Topics  available  include: 

- UNIX  system  fundamentals 

- System  administration  (HP-UX,  MPE) 

- Distributed  computing  environment  (DCE) 

- Object  technology 

- Programming  curriculum  (C,  C++) 

- MPE  programming  curriculum 

- Networking 

- Network  and  system  management 

- Client/server  management  and  technology 
seminars 

- Databases 

- Graphical  user  interfaces 

- Rapid  application  development  methods 

- Transition  from  legacy  systems  to  client/server 
environments 

• HP  also  serves  as  prime  contractor/project 
manager  to  develop  tailored  education  solutions 
for  customers  undergoing  major  system  projects 
or  implementing  new  technologies. 

• In  February  1995,  HP  announced  the  expansion 
ot  its  consulting  and  education  transition  services 
for  companies  moving  from  legacy  systems  to 
enterprise  client/server  computing. 


- HP  Ensight  Transition  Assessment  services 
help  companies  understand  their  current  level 
of  readiness  for  open  systems  and  benchmark 
their  readiness  against  others  in  the  industry. 

- HP  Transition  Educational  serv  ices  help  large 
maintrame-based  companies  retrain  their 
workforces  to  operate  successfully  in  a 
client/server  environment.  The  new 
educational  services  include  an  expanded 
portfolio  of  topics  for  technical  and 
management  workshops  and  seminars  and 
training  needs  analysis  consulting. 

• PSO  clients  include  Alcoa  Industrial  Chemical 
Division,  Phillips  Petroleum  Company,  Portland 
Community  College,  Stef-TFE  Group,  Barcelona 
Chamber  of  Commerce,  Sony,  Chesebrough- 
Ponds  and  Orient  Overseas  Container  Lines. 

CSO  Information  Services — Software 

The  Software  Business  Unit  offers  network  and 
system  management,  applications  development, 
CAD  and  multimedia  products. 

OpenView  offers  users  integrated  network  and 
system  management  for  multivendor  distributed 
computing  environments. 

• Solutions  consist  of  a broad  portfolio  of 
management  applications  from  HP  and  leading 
solution  developers,  including  BayNetworks, 
Cabletron  Systems,  Chipcom,  Intel,  Motorola, 
Remedy  Corp.  and  Symantec,  as  well  as  a set  of 
services  that  help  customers  reduce  network 
operation  costs. 

• OpenView  manages  Novell  NetWare  PCs  and 
IBM  AIX  and  Sun  Microsystems  workstations. 

• OpenView  is  installed  on  more  than  50,000 
networks  around  the  world. 

• There  are  more  than  1 70  complementary 
OpenView-based  network  and  system 
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management  solutions  available  on  a variety  of 
platforms,  including  HP  9000  and  HP  3000 
business  systems  and  servers,  SunOS-based 
workstations  and  Microsoft  Windows  PCs. 

• OpenView  is  licensed  to  Hitachi,  Data  General, 
Groupe  Bull  and  IBM  and  forms  the  basis  of 
IBM’s  NetView/6000  product. 

HP’s  SoftBench  environment  is  a set  of  UNIX 
system-based  application  development  tools 
designed  to  boost  the  productivity  of  software 
developers  programming  in  COBOL,  C and  C+. 
The  Distributed  SoftBench  platform  helps  software 
teams  ease  their  transitions  to  client/server 
development  and  object-oriented  programming. 

HP  OpenMail  is  a scalable  electronic  messaging 
package. 

MPower  is  a multimedia  software  product. 

HP  offers  a set  of  performance  management 
solutions  for  managing  distributed  computing 
environments.  Products  include: 

• HP  PerfView  Software,  a centralized 
performance  management  tool 

• HP  PerRX  Analysis  Software,  a tool  for 
managing  system  resources  utilization  and 
system  performance 

• HP  GlancePlus  Pak,  for  on-line  diagnostics  and 
long-term  performance  trending 

Computer  Products  Organization 

The  Computer  Products  Organization  (CPO),  HP’s 
fastest  growing  product  group,  is  responsible  for 
laser  and  inkjet  printers,  plain-paper  facsimile 
machines,  scanners,  plotters,  and  personal 
computation  products,  including  desktop  PCs, 
palmtop  computers,  calculators,  local-area  network 
hardware,  network  servers  and  Windows  personal 
productivity  tools  (sold  primarily  through  dealer 
and  third-party  sales  channels). 


The  Personal  Information  Products  Group  was 
formed  in  1991  to  develop  personal  computation 
products  and  to  take  advantage  of  emerging  market 
opportunities.  Key  products  include  mobile 
systems,  including  palmtop  computers.  OmniBook 
superportable  computers  and  calculators;  the  HP 
Vectra  line  of  desktop  PCs;  the  EtherTwist  famih 
of  lObase-T  local-area  network  hardware  and  100- 
base  technology;  the  NetServer  line  of  PC  server 
products  for  local-area  networks;  Windows 
personal  productivity  tools,  including  New  Wave 
and  Dashboard;  and  is  developing  products  for  the 
emerging  interactive  television  and 
communications  markets. 

Key  HP  printer  and  other  imaging  products 
provided  through  CPO  include  HP  LaserJet  printers 
(from  compact  personal  models  to  network 
printers);  HP  DeskJet  and  HP  DeskWriter  thermal 
inkjet  printers,  for  low-cost,  high-quality  black  and 
color  printing  for  PC  and  Mac  users;  HP  DesignJet 
plotters;  HP  FAX  inkjet  facsimile  machines;  and 
HP  ScanJet  desktop  scanners  for  black-and-white 
and  color  scanning. 

Measurement  Systems  Organization 

The  Measurement  Systems  Organization  (MSO) 
oversees  HP’s  medical,  analytical,  communications 
components  and  information  storage  businesses 
and  oversees  integrated-circuits  activity. 

Medical  products  and  services  provided  by  HP 
include  patient  monitoring,  diagnostic,  therapeutic 
and  data  management  devices  and  systems; 
applications  software;  network  planning,  design, 
implementation,  management  and  consulting; 
support  and  maintenance;  and  hospital  supplies. 

HP  markets  more  than  900  medical  products  and 
supplies,  targeted  to  health  care  professionals 
working  in  cardiology,  critical  care,  surgery, 
obstetrics/neonatal,  hospital  administration,  health 
maintenance  organizations  and  physician  offices. 

Analytical  products  offered  by  HP  include  gas 
chromatography  systems,  mass  spectrometry 
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detectors,  analytical  instruments  and  liquid 
chromatography  systems. 

Communications  components  provided  by  HP  serve 
the  wireless  and  fiber-optic  communications, 
computer  equipment,  industrial,  automotive  and 
defense/aerospace  markets  and  include  fiber-optic 
components  for  voice;  data  and  video  transmission; 
fiber-optic  link  products  for  computer  data  transfer; 
radio  frequency  and  microwave  components, 
transistors  and  integrated  circuits  for  wireless 
communications;  LED  displays,  indicators  and 
high-brightness  lamps;  optocouplers;  solid-state 
relays  for  modems  and  avionics;  and  barcode 
scanners  for  inventory  controls  and  pricing. 

Information  storage  products  offered  by  HP 
include  hard  disk  drives,  personal  storage  modules 
for  mobile  computing,  digital  audio  tape 
mechanisms  and  tape  systems,  optical  disk  drives 
and  libraries,  reel-to-reel  tape,  digital  audio  tape 
and  optical  disk  drive  auto-changers. 

MSO  Information  Services 

Within  the  Medical  Products  Group  of  MSO,  HP's 
Health  Care  Information  Management  Division, 
headquartered  in  Andover  (MA),  provides  HP- 
developed  clinical  information  systems,  consulting 
and  systems  integration  services  and  solutions 
through  its  VARs  and  other  independent  software 
partners. 

• The  HP  CareVue  9000  Family  of  Clinical 
Information  Solutions  were  developed  by  HP 
with  object-oriented  technology.  Each  HP 
CareVue  department  solution  provides  a range  of 
clinical  applications.  Individual  departmental 
solutions  are  provided  for  intensive  care, 
obstetrical  care,  anesthesia  care,  medical/surgical 
care  and  ambulatory  care. 

• Other  HP-developed  systems  include  the  HP 
Cathlab  Information  System  and  the  HP  Trace 
Master  ECG  Information  Management  Solution. 


• Professional/systems  integration  services 
available  to  the  health  care  industry  include 
network  services  and  systems 

integration — including,  network  planning  and 
design  and  implementation  of  backbone  and 
attached  network  architectures;  clinical 
application  integration  with  an  initial  focus  on 
cardiology  departmental  solutions;  and 
professional  services  for  implementation  of 
client/server  architectures. 

• The  division  works  with  approximately  1 10 
software  vendor  partners.  These  partners  can  be 
resellers  or  independent  application  developers 
that  support  HP  systems.  The  most  popular 
platform  supported  by  the  health  care 
information  systems  suppliers  is  the  HP  9000, 
Series  700  and  800. 

• Major  health  care  application  areas  addressed  by 
HP  software  partners  include  hospital 
applications,  ambulatory  care  applications, 
managed  care/HMO  applications,  alternative  care 
applications, 

• As  part  of  its  Systems  Integration  Group,  HP 
provides  consulting,  networking  and  systems 
integration  services  specifically  for  the 
information  needs  of  health  care  organizations. 

• Future  product  emphasis  will  be  focused  toward 
integrated  information  from  clinical  decision 
makers.  This  will  include  data  repositories  that 
will  enable  single  point  access  to  all  patient 
information  via  voice,  touch,  pen  or  keyboard. 
This  vision  will  incorporate  real-time 
physiological  wave-forms  and  real-time  video  for 
the  ICU,  operating  room,  emergency  room, 
paramedics  or  remote  field  locations.  These  will 
include  integrated  patient  information  display 
and  entry,  radiology  imaging  and  an  interactive 
whiteboard  with  audio  capability. 


Page  14  of  18 


©INPUT  1995  Reproduction  prohibited. 


Hewlett-Packard  Company 
April  1995 


INPUT  Vendor  Profile 


Worldwide  Customer  Support  Operations 

WCSO  is  a worldwide  supplier  of  service  and 
support  for  HP  and  multivendor  systems,  networks, 
desktop  systems  and  software. 

Services  and  support  are  provided  primarily  by  five 
divisions: 

• Multivendor  Services  Division — provides 
computer  hardware  support  of  HP  and  non-HP 
equipment.  Within  this  division,  the  Support 
Materials  Operations  unit  provides  multivendor 
computer  supplies  and  parts  inventory  services. 

• Software  Services  and  Technology 
Division — provides  HP  and  non-HP  software 
support  services,  including  installation,  updates 
and  license  administration;  and  the  development 
of  software  that  monitors  system  and  network 
efficiency  and  performance. 

• Operations  Services  Division — provides  network 
and  systems  management,  help  desk  and  business 
recovery  services  to  customers  on  a selective 
outsourcing  basis.  This  division  also  provides 
network  design  and  implementation  services  and 
relocates  and  installs  systems  and  networks. 

• Finance  and  Remarketing  Division — provides 
desktop  asset  management,  computer  system 
financing,  inventory  management  and  computer 
system  remarketing. 

The  worldwide  HP  Response  Center  network 
consists  of  35  response  centers,  electronically 
linked,  which  provide  24x7  support  in  English  in 
most  areas. 

• More  than  90%  of  customer  software  problems 
and  many  hardware-related  problems  are 
resolved  remotely  by  HP’s  1.500  response 
engineers. 

• The  HP  Response  Center  network  supports  all 
HP  products,  more  than  150  non-HP  hardware 
and  networking  products  (including  products 


from  Apple,  Compaq.  3Com.  Epson.  IBM. 

Novell  and  Sun)  and  more  than  100-non-HP 
software  products. 

WCSO  Information  Services — Operations  Services 
Division 

The  Operations  Services  Division  delivers  HP's 
outsourcing  services.  Launched  in  January  1994. 
the  division  was  formed  to  develop,  market  and 
deliver  comprehensive  services  to  help  clients 
manage  their  client/server  investments  using  the 
“selective  outsourcing”  approach.  The  division 
added  systems  management  capabilities  and 
Operations  Services  Centers  worldwide  to  deliver 
systems  and  network  management  services. 

• The  division  has  extended  HP’s  service  offerings 
to  include  systems  management,  which  includes 
configuration,  performance,  security,  accounting, 
applications,  print,  fault,  operations  and  storage. 

• These  services  are  built  on  HP’s  existing  services 
capabilities,  provided  by  HP’s  Worldwide 
Customer  Support  Operations  and  the  consulting, 
systems  integration  and  educational  services 
offered  through  HP’s  Professional  Services 
Organization. 

• HP’s  outsourcing  contracts  average  three  to  five 
years  in  length.  The  typical  contract  is  for  three 
years. 

• Of  HP’s  systems  management  business, 
approximately  60%  is  for  environments 
transitioning  to  client/server,  15%  to  HP  3000s 
and  25%  to  existing  client/server  environments. 

• Of  HP’s  network  management  business, 
approximately  40%  is  for  environments 
transitioning  to  client/server,  10%  to  HP  3000s 
and  50%  to  existing  client/server  environments. 

• INPUT  estimates  that  HP  has  approximately  1% 
of  the  U.S.  Outsourcing  market  in  1994. 
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The  Operations  Services  Division  uses  HP’s 
Professional  Services  consultants  for  systems 
integration  activities  and  the  capabilities  of  the 
Worldwide  Customer  Services  Operations’ 

Systems  Support  Organization  for  maintenance  and 
other  related  services. 

Selective  outsourcing  clients  include  the  following: 

• Americas — Ford  Motor  Company 
(network/systems  management),  GE  Power 
Systems  (systems  management,  help  desk), 
FoxMeyer  Health  Corp.  (network  management), 
GTE  (systems  management  and  help  desk)  and 
3M  (network  management  and  network 
integration). 

• Europe — Aker  Offshore  Partners 
(network/systems  management),  Britannia  Life 
(network/systems  management),  Keramag 
(systems  management),  Glaxo  (print 
management)  and  DHL  (systems  management). 

• Asia/Pacific — Berg  Electronics  (network/systems 
management),  JP  Morgan — Asia  Pacific 
(network/systems  management),  NatWest  Capital 
Markets  (network  management),  Shiseido 
(network/systems  management),  CETRA — China 
External  Trade  Development  Council 
(systems/client  management). 

Test  and  Measurement  Organization 

Hie  Test  and  Measurement  Organization,  based  in 
Santa  Clara  (CA),  supplies  test  and  measurement 
solutions,  including  test  systems,  equipment, 
instruments,  accessories,  components  and  services. 

• Focused  on  market  needs,  the  organization  is 
moving  toward  selling  applications-specific 
standard  products  and  custom  test  solutions  to  a 
broadening  marketplace  that  now  includes 
telecommunications,  data  communications  and 
multimedia  networks,  along  with  digital 
television. 


• Key  products  include  spectrum  analyzers,  logic 
analyzers,  VX1  instrumentation,  atomic  clocks, 
frequency  and  time  analyzers,  sweep  generators, 
frequency  synthesizers,  communications  test 
equipment,  ASIC  verification  and 
characterization  equipment,  semiconductor 
process  control  test  equipment,  laser-based 
positioning  systems,  radio  frequency  and 
microwave  signal  generators,  instrumentation  DC 
power  supplies,  high-frequency  computer-aided 
engineering  software.  DC  electronic  lead 
digitizing  oscilloscopes  and  lightwave  test 
equipment. 

Marketing  and  Sales 

HP  has  approximately  600  sales  and  support 

offices  and  distributorships  in  more  than  120 

countries. 

• More  than  50%  of  HP  s orders  are  derived 
through  value-added  resale  channels,  including 
dealers  and  original  equipment  manufacturers. 
The  remaining  product  orders  result  from  the 
efforts  of  its  own  sales  organization  selling  to 
users. 

• Sales  operations  are  supported  by  approximately 
34,000  individuals,  including  field  service 
engineers,  sales  representatives,  service 
personnel  and  administrative  support  staff. 

• Most  of  HP's  sales  in  international  markets  are 
made  by  foreign  sales  subsidiaries.  In  countries 
with  low  sales  volume,  sales  are  made  through 
various  representative  and  distributorship 
arrangements.  Certain  sales  in  international 
markets  are  made  directly  by  HP  from  the  U.S. 

• Sales  and  customer  service  reps  are  now  assigned 
by  industry. 

• A Global  Accounts  Program  gives  HP’s  largest 
global  customers  a single  contact  point  and  an 
integrated  sales  team  for  all  their  dealings  with 
HP  worldwide. 
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• Telesales  and  HP  Direct  (an  800-number,  catalog 
ordering  services)  target  customers  at  smaller 
businesses  who  want  fast,  simple  ordering  and 
delivery  of  products. 

Alliances 

Recent  alliances/ventures  include  the  following: 

Lotus — In  November  1994,  HP  and  Lotus 
announced  a strategic  alliance  under  which  the  two 
companies  will  work  together  in  four  key 
areas — integrating  electronic  messaging, 
groupware  and  network  and  system  management 
products;  sales  and  marketing;  consulting/systems 
integration  services;  and  support. 

• Lotus  Notes  Release  3.2  is  being  bundled  with 
each  HP  9000  Series  800  HP-UX  system  for  a 
six-month  period. 

• Lotus  has  selected  HP’s  OpenView  integrated 
network  and  system  management  software  as  its 
exclusive  development  platform  for  the  Lotus 
Notes  Release  3 service  domain. 

• HP  announced  that  it  has  selected  Lotus  Notes  as 
its  strategic  platform  for  developing  and 
deploying  groupware  applications. 

• HP’s  Professional  Services  Organization  and 
Lotus’  Consulting  Services  Group  have  teamed 
up  to  provide  client/server  solutions  through 
consulting,  education  and  systems  integration 
services  to  customers  implementing  business 
solutions  based  on  Lotus  Notes  running  on  HP 
platforms.  A core  team  of  consultants  from 
Lotus  and  HP  will  deliver  the  services. 

Nokia  Telecommunications — In  January  1994,  HP 
and  Nokia  (a  leading  supplier  of  digital 
telecommunications  networks)  announced  a long- 
term agreement  to  develop  intelligent-network  (IN) 
systems  which  allow  operators  to  offer  a variety  of 
advanced  services. 


NEC  Corporation — In  February  1995.  HP  and 
NEC  announced  an  agreement  under  which  NEC 
will  purchase  high-end  HP  9000  business  services 
and  license  the  HP-UX  operating  system  for  its  PA- 
RI SC-based  business  servers  for  sale  in  Japan. 

In  June  1994,  HP  and  Intel  announced  a joint 
research  and  development  project  aimed  and 
providing  advanced  technologies  for  end-of-the- 
decade  workstation,  server  and  enterprise- 
computing products.  The  efforts  will  combine  64- 
bit  microprocessor  designs,  advanced 
semiconductor  processes  and  software 
optimization. 

HP  also  has  alliances/agreements  with  various 
other  companies,  including: 

• Advanced  Micro  Devices  (joint  development  of 
advanced  logic  process  technology) 

• Ericsson  Telecom  AB  (joint  venture  in  network 
management  systems) 

• Convex  Computer  Corp.  (5%  ownership  by  HP) 

• Analog  Devices  (joint  development  of  advanced 
mixed-signal  submicron  1C  technology) 

• Novell  (various  joint  development  and  marketing 
projects) 

• Informix  (equity  ownership  by  HP;  joint 
development,  marketing  and  sales) 

Competitors 

Systems  integration  and  client/server  outsourcing 
competitors  include  IBM  ISSC,  Electronic  Data 
Systems.  DEC,  AT&T  Global  Information 
Solutions,  SHL  Systemhouse  and  Computer 
Sciences  Corporation. 

INPUT  Assessment 

Market  strengths  that  HP  can  leverage  with  its 
entry  into  the  outsourcing  market  include: 
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• Leadership  and  experience  in  multivendor,  open 
systems  environments 

• Industry  leader  in  open  systems,  client/server  and 
network  management 

• Experience  gained  from  managing  internal  HP 
systems 

• Extensive  financial  resources 

• Extensive  help  desk  management  services 

HP  is  leveraging  its  experience  in  managing  its 

client/server-based  HP  Technology  Centers  to 

provide  client/server  solutions  to  its  clients. 
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HOGAN  SYSTEMS,  INC. 

5080  Spectrum  Drive 
Suite  400E 
Dallas,  TX  75248 
Phone:  (214)386-0020 
Fax:  (214)386-0315 


President  & CEO: 
Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Michael  H.  Anderson 
Public  Corporation 
NASDAQ 
475 

$64,518,000 

3/31/93 


Key  Points 

• Revenue  from  professional  services  accounted  for  nearly  70%  of 
Hogan's  revenue  in  fiscal  1993.  Growth  in  this  business  segment  has 
steadily  replaced  the  guaranteed  royalty  stream  from  IBM.  Nearly 
300  of  Hogan's  employees  are  involved  in  professional  services 
activities. 


During  fiscal  1993,  Hogan's  Board  of  Directors  approved  a multiyear 
$25  million  product  development  plan  to  accelerate  the  introduction 
of  its  management  information  products,  develop  a branch 
automation  systems  and  enhance  its  core  production  systems. 

Hogan's  developers  are  using  CASE  tools  and  graphical  user 
interface  technologies  to  port  its  traditional  mainframe  products  to 
new  platforms.  Hogan's  new  front-end  applications  will  support 
OS/2,  Windows  and  UNIX. 


Hogan  has  reestablished  direct  sales  organizations  in  both  North 
America  and  Latin  America  to  supplement  the  sales  and  support 
efforts  of  IBM  and  to  restore  communications  among  Hogan  and  its 
users. 

In  October  1993,  Hogan  announced  it  had  reached  an  agreement 
with  IBM  to  repurchase  IBM's  entire  ownership  of  Hogan  stock 
(5%)  in  a private  market  transaction.  The  repurchase  does  not  alter 
the  current  marketing  relationship  between  Hogan  and  IBM  in 
North  America  and  Latin  America. 
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Company 

Description 

Hogan  Systems,  Inc.,  founded  in  1977,  develops,  markets,  and  supports 
integrated  applications  software  products  for  financial  institutions 
worldwide.  The  company's  principal  product  line  is  Integrated  Banking 
Applications  (IBA).  Professional  services  provided  by  Hogan  include 
on-site  implementation  and  support,  education  and  training, 
customization,  and  associated  consulting  services. 

Under  an  agreement  formed  in  1986,  renewed  in  1990,  and  expanded  in 
1991,  IBM  serves  as  the  exclusive  distributor  of  Hogan's  IBA  products 
in  The  Americas.  Hogan  markets  the  products  in  other  parts  of  the 
world  through  direct  sales  efforts  and  distributorships. 

• As  part  of  the  1990  agreement,  IBM  acquired  a 5%  equity  position 
in  Hogan  and  provides  product  development  funding  to  Hogan. 

• Hogan  now  receives  a 50%  share  of  IBM's  IBA  revenue,  rather  than 
the  guaranteed  amount  of  $9.6  million  a year.  Hogan's  goal  of 
replacing  the  guaranteed  royalties  with  a combination  of  license 
fees,  gross  margins  on  professional  services  revenue,  and 
maintenance  fees  was  achieved  in  fiscal  1993,  1992  and  1991. 

Strategy 

As  part  of  its  long-range  growth  strategy,  Hogan  is  investing  its 
resources  in  the  following  areas: 

• Developing  or  acquiring  new  products,  product  enhancements  and 
services  that  address  the  immediate  and  anticipated  needs  of  its 
customers 

• Adapting  current  and  future  products  to  new  technologies,  such  as 
CASE  tools,  image  processing,  and  microprocessing 

• Internationalizing  its  products  to  manage  multiple  languages  and 
currencies,  and  to  meet  the  demands  of  the  multinational 
marketplace 

• Developing  its  professional  services  business  through  facilities 
management  and  service  bureau  partnerships  and  other  outsourcing 
ventures,  as  well  as  continued  growth  of  Hogan's  professional 
consulting  business 

Hogan's  recent  multiyear  $25  million  product  development  plan  will 
accelerate  the  introduction  of  its  management  information  products, 
develop  a branch  automation  system  and  enhance  its  core  production 
systems.  Hogan  has  begun  the  expansion  of  its  management 
information  product  line  by  developing  applications  for  both  credit  risk 
management  and  for  budgeting  and  planning. 
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Financials  Fiscal  1993  revenue  reached  $64.5  million,  a 15%  increase  over  fiscal 

1992  revenue  of  $56.1  million.  Net  income  reached  $5.5  million, 
compared  to  $1.9  million  in  fiscal  1992.  A five-year  financial  summary 
follows: 


HOGAN  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/93 

3/92 

3/91 

3/90 

3/89 

Revenue 

$64.5 

$56.1 

$44.4 

$34.5 

$33.3 

• Percent  increase 
(decrease)  from 
previous  year 

15% 

26% 

29% 

4% 

(13%) 

Income  before  taxes 
and  discontinued  operations 

$9.7 

$4.5 

$8.9 

$7.4 

$0.3 

• Percent  increase 
(decrease)  from 
previous  year 

116% 

(49%) 

20 

★ 

(94%) 

Gross  margin 

15% 

8% 

20% 

21% 

1% 

Net  income 

$5.5 

$1.9 

$4.1 

$2.0 

$0.6 

■ Percent  increase 
(decrease)  from 
previous  year 

182% 

(54%) 

105% 

236% 

(71%) 

• Net  margin 

8% 

3% 

9% 

6% 

2% 

Earnings  per  share 

$0.38 

$0.14 

$0.30 

$0.15 

$0.05 

• Percent  increase 
(decrease)  from 
previous  year 

171% 

(53%) 

100% 

200% 

(67%) 

* Percent  change  exceeds  1,000%. 


Approximately  69%  of  Hogan's  fiscal  1993  revenue  was  derived  from 
professional  services,  13%  from  software  license  fees,  15%  from 
software  maintenance  services,  and  3%  from  processing  services.  A 
three-year  summary  of  source  of  revenue  follows: 
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HOGAN  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/93 

3/92 

3/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Professional  services 

$44.7 

69% 

$39.4 

70% 

$19.0 

43% 

Software  license  fees 

8.3 

13% 

6.2 

11% 

12.2 

27% 

Maintenance  fees 

9.7 

15% 

10.0 

18% 

9.3 

21% 

Processing  services 

1.8 

3% 

- 

- 

- 

— 

Royalty  income 

-- 

- 

0.5 

1% 

3.9 

9% 

TOTAL 

$64.5 

100% 

$56.1 

100% 

$44.4 

100% 

Hogan  management  attributes  recent  financial  results  to  the  following: 

• Professional  services  fees  increased  13%  during  fiscal  1993  due  to 
continuing  increases  in  the  number  and  scope  of  service  contracts  for 
consulting,  installation,  customization,  training  and  other  services 
provided  to  customers  after  their  initial  purchases.  At  the  end  of 
fiscal  1993,  a subcontract  (which  generated  $8  million  in  revenue 
during  fiscal  1993)  to  install  Hogan  software  at  First  Financial 
Management  Corporation  was  terminated.  During  fiscal  1994, 
potential  additional  professional  services  revenue  is  expected  to  be 
generated  by  new  business,  including  new  contracts  in  Eastern 
Europe  and  Mexico. 

• License  fees  increased  32%  during  fiscal  1993  due  to  an  increase  in 
the  number  of  domestic  license  contracts,  principally  arising  from 
licenses  of  Hogan's  Earnings  Analysis  System. 

• Royalty  income  declined  to  nil  due  to  the  fiscal  1992  revision  of 
exclusive  distribution  and  product  support  agreements  with  IBM  and 
other  international  distributors. 

• Net  income  increased  182%  during  fiscal  1993  due  to  effective 
management  of  costs  and  expenses.  Both  sales  and  marketing  and 
general  and  administrative  expenses  were,  as  a percentage  of 
revenue,  3%  lower  than  the  prior  year. 
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Revenue  for  the  six  months  ending  September  30,  1993  was  $30.4 
million,  compared  to  $31.6  million  for  the  same  period  in  1992.  Net 
income  was  $2.1  million,  compared  to  $2.3  million  for  the  same  period 
a year  ago. 

• Lower  operating  results  were  due  primarily  to  a decrease  of 
approximately  $4  million  in  professional  services  revenue  due  to  the 
completion  of  two  U.S.  service  engagements  in  fiscal  1993. 
Professional  services  expenses  have  remained  high  as  Hogan 
continues  to  build  its  pipeline  of  consulting  skills  to  meet 
commitments  derived  from  increased  license  sales. 

• License  sales  for  the  period  rose  dramatically,  from  $1.7  million  to 
over  $5.8  million. 


Market  Hogan  primarily  services  financial  institutions  with  asset  values  in 

Financials  excess  of  $3  billion.  The  company’s  customer  base  includes 

international,  national  and  regional  banks,  money  center  and  universal 
banks,  thrifts,  building  societies,  credit  unions,  card  processing  services 
and  other  institutions. 

IBM  contributed  approximately  61%  ($39.6  million),  49%  ($27.5 
million),  and  36%  ($16.0  million)  to  Hogan's  fiscal  1993,  1992  and  1991 
revenue,  respectively.  The  majority  of  this  revenue  is  attributed  to 
professional  services  projects  where  Hogan  performs  service  work  on 
Hogan  products  under  a subcontract  to  IBM. 


Geographic  a three-year  summary  of  geographic  source  of  revenue  follows: 

Markets 

HOGAN  SYSTEMS,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/93 

3/92 

3/91 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

$43.8 

68% 

$35.2 

63% 

$25.9 

59% 

Europe,  Middle 

East,  and  Africa 

17.2 

27% 

15.6 

28% 

13.9 

31% 

Asia/Pacific 

3.5 

5% 

5.3 

9% 

4.6 

10% 

TOTAL 

$64.5 

100% 

$56.1 

100% 

$44.4 

100% 
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Operations/ 

Structure 


Employees 


Key  Products 
and  Services 


The  company’s  principal  U.S.  office  is  in  Dallas. 

Foreign  offices  are  located  in  Woking  (England),  Frankfurt  (Germany), 
and  Melbourne  (Australia). 


As  of  June  14,  1993,  Hogan  had  approximately  475  full-time  employees 
and  75  subcontractors. 


Hogan  has  licensed  more  than  600  software  packages  to  approximately 
150  customers,  including  banks,  thrifts,  building  societies,  credit  unions, 
and  other  financial  organizations. 

• These  licenses  represent  more  than  20,000  branch  locations  in  17 
countries  worldwide. 

■ Overall,  Hogan  software  supports  approximately  400,000  terminals 
and  processes  more  than  220  million  customer  accounts  every  day. 

Integrated  Banking  Applications  (IBA)  is  a family  of  integrated 
software  modules  that  support  the  information  management  and 
marketing  activities  of  money  center  and  regional  financial  institutions, 
principally  with  assets  in  excess  of  $3  billion. 

• The  products  run  on  large-scale  IBM  and  compatible  computers  in 
an  on-line,  real-time  or  batch  mode.  Hogan's  Umbrella  R 
architecture  provides  transaction  processing  power  and  serves  as  the 
controller  among  the  applications  programs  and  the  various 
operating  systems  software,  data  communications  systems  and 
database  management  systems. 

• Hogan  has  granted  IBM  exclusive  rights  to  market  IBA  in  the 
Americas  and  nonexclusive  rights  to  market  IBA  throughout  the  rest 
of  the  world. 

• IBA  modules  include  the  following: 

- Relationships  and  Profitability  - CIS  establishes  and  maintains 
customer  information  for  tracking  customer  sensitivity,  cross- 
selling and  market  mailings.  Approximately  110  of  these  systems 
have  been  licensed. 

- Relationships  and  Profitability  Manager  uses  CIS  data  to  provide 
information  for  funds  management,  account  analysis,  customer 
profitability  analysis,  product  and  pricing  management  and 
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financial  modeling.  Approximately  110  of  these  systems  have 
been  licensed. 

The  Preferred  Client  Services  System  generates  combined 
financial  statements  (i.e.,  insurance,  stock  transactions,  real  estate 
and  net  worth  information)  with  the  standard  bank  statement  for 
preferred  bank  customers.  Approximately  12  of  these  systems 
have  been  licensed. 

Integrated  Time  and  Demand  Deposit  Accounts  Systems  process 
a range  of  deposit  transactions  including  demand  deposit 
accounts,  NOW  accounts,  savings  accounts,  retirement  accounts 
(IRA,  Keogh,  and  SEPP),  certificates  of  deposit,  money  market 
accounts,  line  of  credit  services  and  overdraft  services. 
Approximately  108  of  these  systems  have  been  licensed. 

The  Online  Delivery  System  supports  on-line  teller  terminal 
transactions  originating  from  multiple  offices  or  branches  of 
financial  institutions.  Approximately  60  of  these  systems  have 
been  licensed. 

The  Online  Collections  System  automates  the  monitoring  and 
collection  efforts  of  all  types  of  delinquent  and  past-due  loans  and 
other  payments,  including  consumer,  mortgage  and  commercial 
loans;  credit  cards;  and  checking  account  overdrafts. 
Approximately  32  of  these  systems  have  been  licensed. 

The  Integrated  Loans  Processing  System  includes  Consumer 
Loans,  Commercial  Loans,  and  Mortgage  Loans  components  that 
may  be  licensed  separately  or  as  an  integrated  system. 
Approximately  67  of  these  systems  have  been  licensed. 

The  Financial  Information  System  includes  general  ledger, 
budgeting,  cost  accounting,  statistical  information,  planning  and 
management  reporting  in  an  on-line  mode.  Approximately  five  of 
these  systems  have  been  licensed. 

The  Platform  Automation  Support  System,  introduced  in  1989, 
provides  an  interface  between  microcomputer-based 
branch/platform  applications  and  IB  A mainframe-based 
applications.  The  product  is  the  result  of  a joint  development 
effort  between  Hogan  and  IBM. 

The  Consumer  and  Merchant  Servicing  System  (CAMS), 
introduced  in  May  1989,  supports  credit  and  plastic  card 
processing  and  management,  including  support  for  VISA  and 
MasterCard,  as  well  as  private-label  products  for  the  retail 
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merchandise  and  petroleum  industries.  The  product  has  been 
licensed  by  Hogan  to  about  18  customers. 

- Earnings  Analysis  System  (EAS),  introduced  in  1991,  is  the  first  of 
Hogan's  management  information  products.  EAS  is  an  integrated 
system  for  profitability  measurement  and  reporting  by 
commercial  banks  and  thrifts.  The  product  has  been  licensed  by 
Hogan  by  over  20  customers. 

In  May  1991,  Hogan  and  the  Outsourcing  Management  Services 
Division  of  FIserv,  Inc.  formed  a strategic  alliance  to  provide  IBA 
processing  services  to  customers  of  both  Hogan  and  the  FIserv  division. 

• The  two  companies  jointly  provide  remote  computer  services 
through  the  Outsourcing  Management  Services'  data  center  in 
Arlington  Heights  (IL).  Hogan  provides  its  IBA  software,  product 
updates,  support  to  the  data  center,  installation  and  training  services. 

Systems  Operations: 

Application  Software  Management  (ASM)  is  Hogan's  facilities 
management  service. 

• Under  an  ASM  contract-often  in  partnership  with  a total  facilities 
management  provider-Hogan  personnel  provide  daily  on-site 
management  of  a client  institution's  IBA  software,  generally  under 
agreements  ranging  from  three  to  ten  years. 

• Hogan  has  the  responsibility  for  hiring,  training  and  retaining 
information-technology  personnel. 

Sup port /Professional  Services: 

Hogan  provides  performance  enhancements  and  problem  resolution 
services.  Hogan  also  acts  as  a subcontractor  to  IBM  in  providing  these 
maintenance  services  to  customers  in  the  U.S.,  Canada,  Puerto  Rico 
and  Latin  America. 

Hogan  Professional  Services  provides  project  services  and  product 
services  to  help  customers  install  and  manage  their  software. 

• Project  services  include  implementation  strategy,  project  planning, 
project  management,  project  staffing  and  project  quality  assurance. 

■ Product  services  include  functional  consulting,  technical  consulting, 
software  installation,  change  management  and  environment  control, 
performance  tuning,  conversion  assistance,  custom-enhanced 
development  and  system/integrated  test  planning. 


Page  8 of  10 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


November  1 993 


HOGAN  SYSTEMS,  INC. 


INPUT 


Marketing/ 

Sales/ 

Alliances 


Clients 


Training  on  the  use  of  Hogan  software  is  available  on-site  and  at 
Hogan  Education  Centers  in  Dallas  and  Woking  (England). 


Hogan's  marketing  and  distribution  varies  by  product  and  geographic 
area. 

• IBM  serves  as  exclusive  distributor  for  Hogan's  IBA  systems  for 
regional  and  money  center  banks  in  the  U.S.,  Canada,  Puerto  Rico 
and  Latin  America,  except  for  Hogan's  credit  card  (CAMS)  and 
management  information  (EAS)  systems,  which  are  marketed 
directly  by  Hogan  worldwide,  other  than  in  Latin  America  where 
they  are  included  in  the  IBM  distributor  agreement. 

• Hogan's  exclusive  distribution  and  product  support  agreements  with 
IBM  were  amended  effective  July  1,  1990  and  extend  through  June 
30,  1995. 

Internationally,  with  the  exception  of  Canada,  Puerto  Rico  and  Latin 
America,  Hogan  markets  all  of  its  products  through  direct  sales  efforts 
and  distributorships.  The  company  maintains  sales  and  support  offices 
in  Woking  (England),  Frankfurt  (Germany)  and  Melbourne 
(Australia). 

Hogan  has  a joint  agreement  with  First  Fidelity  Bancorporation 
(Lawrenceville,  NJ)  to  develop  a credit  Risk  Analysis  System  (RAS)  as 
part  of  Hogan's  integrated  management  information  systems. 


Major  customers  include  AMEX  Canada,  Banco  Comercial  Portugues, 
Comerica  Bank,  Eurocard  (Switzerland),  GAD  (Germany),  Midland 
Bank,  Standard  Chartered  Bank  (Hong  Kong),  Australia/New  Zealand 
Bank,  Banco  de  Colombia,  Deutsche  Bank  (Germany),  First  Chicago, 
Lippobank  (Indonesia),  PNC  Financial  Corporation,  VISA  Austria, 
Norwest  Technical  Services  (Minneapolis),  Challenge  Bank  (Australia), 
Banco  Portugues  Do  Atlantico  (Portugal),  First  Interstate  Corporation 
(Los  Angeles)  and  Fleet  Financial  Group  (Providence,  RI). 

Software  customers  added  during  the  first  half  of  fiscal  1994  include 
Banco  Nacional  De  Mexico,  S.A.  (Mexico  City);  Banco  Fonsecas  & 
Burnay  (Lisbon);  Vseobecna  Uverova  Banka,  A.S.  (Slovakia), 
Credimatico  (Caracas),  VISA  Centre  Desjardins  de  Traitement  de 
Cartes,  Inc.  (Montreal),  Chase  Manhattan  Corp.,  SunCorp  Insurance 
and  Finance  (Brisbane,  Australia),  First  of  America  Bank  Corporation 
(Kalamazoo,  MI)  and  Norwest  Technical  Services,  Inc.  (Minneapolis, 
MN). 
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Major  competitors  include  Systematics  and  Software  Alliance  (M&I 
Data  Services  product). 
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HOLLAND  SYSTEMS  Dr.  Robert  H. Holland,  Chairman  and  CEO 

CORPORATION  Private  Corporation 

305  East  Eisenhower  Parkway  Total  Employees:  25 

Ann  Arbor,  Ml  48108  Total  Revenue,  Fiscal  Year  End 

Phone:  (313)995-9595  12/31/91:  $3,000,000* * 

Fax:  (313)995-9163 

‘INPUT  estimate 


The  Company 


C 


Sg 


Holland  Systems  Corporation,  founded  in  1981  by  Dr.  Robert  H. 
Holland,  provides  software,  methodologies,  education,  and 
consulting  in  support  of  information  resource  management  (IRM), 
including  computer-aided  software  engineering  (CASE)  products 
that  integrate  business  and  information  technology  more  effectively 
and  efficiently. 

• Holland  Systems  considers  itself  a marketer  of  a structured  and 
disciplined  methodology  of  the  development  of  complex 
application  systems  and  systems  environments.  The  software 
products  that  it  develops  and  markets  are  all  based  on  these 
methodologies,  and  successful  use  requires  that  the  purchaser 
adopt  the  Holland  methodology. 

• The  company  does  not  refer  to  itself  as  a CASE  vendor  but  as  a 
vendor  of  IRM  tools.  The  products  begin  with  the  systems 
architecture  process  and  address  the  entire  range  of  planning, 
management,  analysis,  design,  and  implementation  processes. 

Holland  Systems  currently  has  approximately  25  employees,  of 
which  15  are  full-time  employees  located  at  the  headquarters  office 
in  Ann  Arbor  and  10  are  part-time  consultants. 

Major  competitors  include  Texas  Instruments,  KnowledgeWare, 
and  Andersen  Consulting. 


Key  Products  and  Approximately  75%  of  Holland  Systems'  revenue  is  derived  from 
Services  software  product  and  methodology  licenses.  The  remaining  25%  of 

revenue  is  derived  from  education,  training,  and  consulting 
professional  services  provided  in  support  of  the  company's  product 
line. 
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Industry  Markets 


Geographic 

Markets 


Holland  Systems'  products  cover  the  systems  life  cycle,  from 
strategic  planning,  analysis,  design,  and  construction  to  managing 
the  critical  resources  required  to  implement  integrated  systems. 

• PROplanner™  provides  a software  and  methodology  vehicle  for 
linking  systems  development  efforts  with  business  goals  and 
objectives.  It  forms  the  foundation  for  and  provides  the 
necessary  models  and  reports  to  complete  the  development  plan 
for  a shared,  fully  integrated  information  resource.  The 
PROplanner  software  operates  in  an  IBM  mainframe  or  micro 
workstation  environment. 

• PROdeveloper™  is  a software  product  and  method  for  the 
analysis,  design,  and  construction  of  applications  and  data  bases 
on  a single  workstation.  Data-driven  definitions  remain  enforced 
and  synchronized  with  application  process  definitions.  The 
synchronization  between  process  and  data  is  reinforced  through 
the  construction  phase  of  the  systems'  life  cycle. 

• PROmanager™  is  a software  product  and  method  for  project 
management  and  control.  It  includes  pre-stored  project  plans 
and  various  structured  techniques  to  assist  the  user  in  planning, 
organizing,  and  controlling  projects  and  shared  resources  on 
multiple  projects. 

In  addition  to  hotline  services,  all  of  Holland  Systems'  products  and 
methodologies  are  supported  by  consulting  services  and  a series  of 
public  and  private  training  seminars. 


Holland  Systems'  target  market  for  its  products  and  services 
includes  Fortune  500  corporations,  large  government  information 
systems  organizations,  and  educational  institutions. 

Holland  Systems  has  over  200  customers,  including  AT&T 
International,  Johnson  Controls,  United  Airlines,  American 
Express,  Black  & Decker  (Power  Tools),  Aetna  Life  & Casualty, 
Squibb  Corporation,  Coca-Cola,  Pacific  Gas  & Electric,  Duke 
University,  Union  Carbide,  Cameron  Iron  Works,  General  Mills, 
TWA,  Social  Security  Administration,  Boeing,  the  U.S.  House  of 
Representatives,  Federal  Reserve  Bank  of  Dallas,  and  Cooper  Oil 
Industries. 


The  majority  of  Holland  Systems'  revenue  is  derived  from  the  U.S. 
and  Canada.  However,  the  company  has  representatives  for  its 
products  and  services  internationally. 
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Hyperion  Software  Corporation 


President  & CEO:  James  A.  Perakis 

900  Long  Ridge  Road 
Stamford,  CT  06902 
Phone:  (203)  703-3000 

Fax:  (203)968-9319 


Hyperion 

J xsoftware 


Status:  Public  Corporation 

Employees:  1 ,000  (2/96) 

Revenue:  $137,141,000 

Fiscal  Year  End:  6/30/95 


Key  Points 

• In  February  1995,  IMRS  Inc.  began  doing 
business  as  Hyperion  Software  Corporation 
to  more  closely  identify  the  company  with  its 
Hyperion  product  line  of  client/server-based 
financial  software  products. 

• In  early  1995,  Hyperion  Software  introduced 
Hyperion  Financials,  a new  line  of 
client/server  accounting  software  products. 

• In  November  1995,  Hyperion  Software 
announced  plans  to  expand  its  offerings  in 
the  On-Line  Analytical  Processing  (OLAP) 


market  with  Hyperion  OLAP,  a value-added 
solution  combining  the  company’s  financial 
management  expertise  with  an  OLAP  engine 
from  Sinper  Corporation. 

• The  company  continued  to  expand  its 
international  operations  with  the  acquisition 
of  its  Scandinavian  distributor  in  September 
1995.  European  business  has  grown  at  a 
compound  annual  rate  of  55%  over  the  past 
five  years  and  the  sales  force  has  grown  by 
more  than  60%  in  the  last  year  alone. 

• Software  license  revenues  grew  51%  during 
fiscal  1995,  primarily  as  the  result  of  an 
increase  in  the  number  of  licenses  sold  (unit 
volume)  versus,  for  example,  price  increases. 
In  particular,  revenue  growth  was  led  by 
demand  for  the  company’s  enterprise, 
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financial  management  and  planning 
products  which  continues  to  be  strong. 

• In  December  1995,  Hyperion  Software 
announced  a 2-for-l  stock  split. 

Company  Description 

Hyperion  Software,  founded  in  1981,  develops, 
markets  and  supports  a complete  financial 
management  and  accounting  solution  for 
large,  multinational  organizations. 

• The  company’s  client/server-based  products 
support  the  accounting,  financial 
management,  reporting,  budgeting  and 
analysis  needs  of  large  corporations 
worldwide. 

• Key  products  include  Hyperion  Financials, 
Hyperion  Enterprise,  Hyperion  Pillar  and 
Hyperion  OLAP. 

• With  more  than  2,500  corporate  customers, 
Hyperion  Software  is  acknowledged  as  a 
leading  provider  of  client/server  accounting 
software. 


Organization  and  Structure 

Hyperion  Software’s  key  executives  are  listed 
below. 


Name 

Title 

James  A.  Perakis 

President  and  CEO 

David  M.  Sample 

SVP  Sales  and 

Lucy  Rae  Ricciardi 

International 

John  N.  Adinolfi 

SVP  and  CFO 

Thomas  E.  Bell 

VP  Marketing 

Wah  Chu 

VP  Technology 

Gordon  0.  Rapkin 

VP  Hyperion  Financials 

William  Stein 

VP  Hyperion  Enterprise 

Craig  M.  Schiff 

VP  Hyperion  Pillar 
VP  Products  & Services 

Hyperion  Software’s  corporate  headquarters 
are  in  Stamford  (CT).  North  American 
regional  offices  are  in  Atlanta,  Baltimore, 
Boston,  Chicago,  Dallas,  Denver,  Detroit, 
Foster  City,  Houston,  Los  Angeles,  Newark, 
Ottawa,  Philadelphia,  Raleigh,  Sacramento, 
San  Francisco,  Seattle,  St.  Louis,  Toronto  and 
Washington,  D.C. 

European  headquarters  are  in  Milano  (Italy). 
Other  European  offices  are  in  Amsterdam, 
Brussels,  Frankfurt,  Linz,  London,  Madrid, 
Manchester,  Paris,  Rome  and  Stockholm. 

Asia/Pacific  headquarters  are  in  Singapore. 
There  is  also  an  office  in  Tokyo. 

Company  Strategy 

Hyperion  Software’s  objective  is  to  be  the 
leading  provider  of  complete  client/server 
financial  solutions  to  large,  multidivisional  or 
multilocation  organizations  worldwide. 

Hyperion  Software’s  strategy  to  achieve  these 
objectives  includes  the  following  elements: 

• Increase  penetration  of  the  accounting, 
financial  reporting  and  budgeting  markets 

• Leverage  its  existing  market  leadership 
position  in  financial  management,  reporting 
and  budgeting  solutions 

• Focus  on  leading  and  emerging  network  and 
software  technologies  by  enhancing  existing 
products  and  developing  new  products 
linked  to  emerging  client/server  software 
standards,  including  Windows  95,  Windows 
NT,  Sybase  SQL  Server  and  Oracle 
databases 

• Provide  next-generation  client/server 
accounting  software  that  is  optimized  to 
support  multiple  relational  database 
management  systems,  including  Sybase  and 
Oracle 
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• Design  best  of  class  applications  for  specific 
financial  and  accounting  tasks 

• Design  products  for  ease  of  implementation 
and  ease  of  use 

• Maintain  direct  sales  and  support 
relationships  for  a “whole  product”  solution 

• Generate  follow-on  revenues  from  licensing 
additional  sites,  new  products  and  license 
renewal  fees,  as  well  as  sales  of  training  and 
consulting  services 


Financials 

Hyperion  had  $158  million  in  sales  for  the  12- 
month  period  ending  December  31,  1995. 
Hyperion’s  fiscal  1995  revenue  reached  $137.1 
million,  a 45%  increase  over  fiscal  1994 
revenue  of  $94.3  million.  Net  income  for  fiscal 
1995  reached  $12.1  million,  a 41%  increase 
over  $8.6  million  in  fiscal  1994. 

In  the  five-year  summary  that  follows, 
financials  have  been  restated  to  reflect  the 
pooling-of-interests  acquisition  of  Pillar 
Corporation  in  November  1994. 


Hyperion  Software  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revenue 

$137.1 

$94.3 

$66.6 

$48.9 

$35.3 

• 

Percent  change  from 
previous  year 

45% 

42% 

36% 

39% 

N/A 

Income  before  taxes 

$20.1 

$14.7 

$5.2 

$5.2 

$1.5 

• 

Percent  change  from 
previous  year 

37% 

183% 

0% 

247% 

N/A 

Net  income  (loss) 

$12.1 

$8.6 

$2.3 

$2.4 

$(0.3) 

• 

Percent  change  from 
previous  year 

41% 

274% 

(4%) 

N/A 

N/A 

Earnings  (loss)  per  share 

$1.39 

$1.04 

$0.29 

$0.34 

$(0.06) 

• 

Percent  change  from 
previous  year 

(a) 

34% 

259% 

(b) 

(15%) 

N/A 

N/A 

(a)  Includes  a one-time,  after-tax  charge  of  $1  million  ($0. 1 1 per  share)  related  to  the  acquisition  of  Pillar 
Corporation  in  November  1994. 


(b)  Includes  a one-time,  after-tax  charge  of  $1.6  million  ($0.20  per  share)  for  purchased  research  and 
development. 


Fiscal  1995  results  were  attributed  to  the 
following: 

• Software  license  revenues  increased  51%  to 
$78  million,  primarily  as  the  result  of  an 
increase  in  the  number  of  licenses  sold  (unit 
volume)  versus,  for  example,  price  increases. 
In  particular,  revenue  growth  was  led  by 


demand  for  the  company’s  enterprise, 
financial  management  and  planning 
products,  which  continues  to  be  strong. 

• License  renewal  and  service  revenue 
increased  39%  to  $59.2  million,  due 
primarily  to  the  year-to-year  growth  of  the 
company’s  installed  customer  base. 
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Research  and  development  expenses  were 
approximately  $21.0  million  (15.3%  of 
revenue)  in  fiscal  1995,  $12.8  million  (13.5%  of 
revenue)  in  fiscal  1994  and  $9.2  million  (13.8% 
of  revenue)  in  fiscal  1993. 

Interim  Results 

Revenue  for  the  six  months  ending  December 
31,  1995  reached  $77.4  million,  a 37%  increase 
over  $56.4  million  for  the  same  period  in  1994. 

In  the  quarter  ending  December  31,  1995, 
Hyperion  concluded  two  strategic  acquisitions 
involving  application  technologies  and  an 
important  European  client  base. 


• The  acquisitions  amounted  to  $3.6  million,  of 
which  $2  million  represents  the  purchase  of 
research  and  development  and,  as  such,  is 
included  as  a one-time  charge  in  the 
company’s  operating  results. 

• After  this  one-time  charge,  Hyperion  had  net 
income  of  $3.7  million  ($0.21  per  share)  for 
the  six  months  ending  December  31,  1995. 

Revenue  Analysis  by  Product  / Service 

Approximately  57%  of  Hyperion  Software’s 
fiscal  1995  revenue  was  derived  from  software 
product  licenses  and  43%  from  license 
renewals  and  support  services.  A three-year 
summary  of  source  of  revenue,  as  provided  by 
Hyperion  Software,  follows: 


Hyperion  Software  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$78.0 

57% 

$51.7 

55% 

$35.8 

54% 

License  renewals  and  services 

59.1 

43% 

42.6 

45% 

30.8 

46% 

Total 

$137.1 

100% 

$94.3 

100% 

$66.6 

100% 

Market  Financials 

Hyperion  Software’s  revenue  is  derived  from 
customers  in  a range  of  industries,  including 
computers  and  software,  chemicals,  food  and 
beverage,  utilities  and  energy, 
pharmaceuticals,  consumer  goods, 
communications,  banking  and  finance, 
insurance  and  health  care. 


Customers  include  65%  of  the  Fortune  100 
and  more  than  50%  of  the  Fortune  500 
companies. 

Geographic  Markets 

Approximately  84%  of  Hyperion  Software’s 
fiscal  1995  revenue  was  derived  from  the  U.S., 
10%  from  the  U.K.  and  6%  from  other 
international  sources.  A three-year 
geographic  summary  of  source  of  revenue 
appears  on  the  following  page. 


Page  4 of  10 


©INPUT  1996.  Reproduction  prohibited. 


Hyperion  Software  Corporation 
February  1 996 


INPUT  Vendor  Profile 


Hyperion  Software  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$115.3 

84% 

$82.6 

87% 

$56.9 

85% 

U.K. 

13.3 

10% 

9.1 

10% 

8.0 

12% 

Other  international 

8.5 

6% 

2.6 

3% 

1.7 

3% 

Total 

$137.1 

100% 

$94.3 

100% 

$66.6 

100% 

Acquisitions 

In  December  1995,  Hyperion  acquired  certain 
assets  and  application  technologies,  and 
assumed  certain  obligations  of  Trust 
Consult  s.a.,  a Brussels-based  financial 
solutions  provider.  Along  with  more  than  130 
customers,  Hyperion  gained  significant 
European  statutory  consolidation  and 
reporting  expertise  and  technology. 

In  November  1995,  Hyperion  Software 
acquired  a powerful  OLAP  engine  from  Sinper 
Corporation,  a privately  held  company  that 
has  been  marketing  its  products  through 
value-added  resellers. 

• The  Sinper  TM/1  OLAP  engine  technology  is 
currently  used  worldwide  by  companies  such 
as  AT&T,  Hewlett-Packard,  BMW,  Bristol- 
Myers  Squibb  and  Exxon. 

• The  engine  will  be  incorporated  into  a new 
Hyperion  OLAP  product  that  will  advance 
current  OLAP  technology  from  its  status  as 
a tool  into  a software  application  with  built- 
in  financial  intelligence. 

In  September  1995,  Hyperion  Software 
acquired  its  Scandinavian  distributor 


(Stockholm,  Sweden),  which  had  been 
exclusively  selling  and  servicing  Hyperion’s 
software  since  1989.  The  new  Hyperion 
subsidiary,  named  Hyperion  Software  Nordic 
AB,  has  12  employees  and  serves  more  than 
60  major  corporations. 

In  November  1994,  Hyperion  Software 
acquired  Pillar  Corporation  of  Foster  City 
(CA)  for  approximately  571,000  shares  of 
Hyperion  common  stock.  The  acquisition  was 
accounted  for  as  a pooling  of  interests. 

• Pillar  develops,  markets  and  supports 
Microsoft  Windows  and  Macintosh-based 
corporate  budgeting  and  planning  products. 
Its  key  product  is  Hyperion  Pillar,  a leading 
planning  and  budget  creation  product. 

• Pillar  had  revenue  and  net  income  of  $9.9 
million  and  $139,000,  respectively,  for  the 
year  ending  June  30,  1994. 

• The  operations  of  Pillar  have  been  merged 
into  Hyperion  Software  as  Hyperion  Pillar. 

Employees 

As  of  July  31,  1995,  Hyperion  Software  had 
846  employees,  segmented  as  follows: 
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Marketing  and  sales 215 

Product  development,  support 

and  technical  services 546 

Management,  administration 

and  finance 85 

846 


The  company  currently  has  approximately 
1,000  employees. 

Key  Products  and  Services 

Hyperion  sells  a complete  best-of-class 
accounting  solution  targeted  to  CFOs  of  large 
organizations.  The  products  are  designed  to 
be  integrated  and  are  also  available  on  a 
modular  basis. 

• Hyperion  Financials  is  used  for  corporate 
accounting. 

• Hyperion  Enterprise  and  Micro  Control 
products  consolidate  and  report  financial 
and  other  business  data. 

• Hyperion  Pillar  is  used  for  corporate 
budgeting  and  financial  planning. 

• Hyperion  OLAP  combines  on-line  analytical 
processing  with  financial  application 
intelligence  and  will  be  commercially 
introduced  in  April  1996. 

• Hyperion  OnTrack  is  a complete  Visual 
Information  Access  Software  product. 

• Hyperion  Forms  is  used  to  design, 
implement  and  control  forms  for  detailed 
and  consistent  data  collection. 

Hyperion  Financials  is  a next-generation 
client/server  accounting  solution  for  the 
detailed  collection  and  reporting  of  day-to-day 
business  transactions. 

• Hyperion  Ledger,  released  in  March  1995,  is 
a Windows-based  general  ledger  accounting 


system  for  large,  corporate  client/server 
environments.  The  headquarters  site 
license  price  is  $120,000  per  server. 

• Hyperion  Reporting,  released  in  March 
1995,  is  a graphical  tool  for  presenting 
financial  data  in  business  formats  such  as 
cash  flow  reports,  profit  and  loss  statements 
and  balance  sheets.  A headquarters  site 
license  is  $30,000  per  server. 

• Hyperion  Tools,  released  in  March  1995,  is 
an  object-oriented  development  environment 
that  runs  under  Microsoft  Windows.  It 
allows  an  organization  to  customize 
Hyperion  Software  applications  or  build 
complimentary  applications  to  extend  its 
corporate  systems.  A headquarters  site 
license  is  $45,000  per  server. 

• Hyperion  Admin,  released  in  March  1995, 
provides  system  control  for  the  Hyperion 
Financials  installation.  A headquarters  site 
license  is  $60,000  per  server. 

• Hyperion  Payables,  released  in  September 
1995,  is  a client/server  accounts  payable 
system  that  controls  vendor  invoice 
processing.  A headquarters  site  license  is 
$50,000  per  server. 

• Hyperion  Receivables  and  Hyperion  Assets 
are  due  out  in  June  1996.  Hyperion 
Purchasing  is  due  out  in  November  1996. 

Hyperion  Enterprise,  released  in  July  1991 
and  now  in  its  third  major  release,  is  a 
business  information  consolidation  and 
reporting  product  designed  to  take  advantage 
of  the  capabilities  of  the  Microsoft  Windows 
graphical  operating  environment. 

• Hyperion  Analyst,  introduced  in  July  1995, 
is  an  ad  hoc  query  tool  that  provides 
multidimensional,  on-line  analysis 
capabilities  tailored  to  the  specialized 
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requirements  of  working  with  financial  and 
accounting  data.  It  is  available  with 
Hyperion  Enterprise. 

• LedgerLink,  released  in  early  1995, 
automates  the  process  of  translating  and 
importing  data  from  third-party  general 
ledger  systems  into  Hyperion  Enterprise. 

• A Hyperion  Enterprise  headquarters  site 
license  is  priced  at  $150,000  ($175,000  for 
the  SQL  version),  with  administrative  and 
reporting  site  licenses  priced  at  $30,000  and 
$6,000,  respectively,  or  less,  depending  on 
the  number  of  sites. 

Hyperion  Pillar  is  a Windows-based  product 
that  supports  corporate  planning  and 
facilitates  the  collaborative,  iterative  process 
of  enterprise-wide  budgeting  and  forecasting. 
Hyperion  Pillar  is  typically  licensed  to  user 
groups  of  10  or  more  and  is  priced  at  $45,000 
for  10  users. 

Micro  Control,  introduced  in  1982,  is  now  in 
its  eighth  major  release.  Micro  Control  is  a 
DOS-based  product  that  consolidates,  reports 
and  maintains,  in  one  integrated  database,  a 
company’s  financial  and  statistical  reporting 
information,  including  actual,  budget,  forecast, 
plan  and  prior  years’  data. 

• Micro  Control  enables  a financial  staff  to 
independently  manage  the  collection, 
consolidation,  analysis  and  reporting  of 
financial  data  without  the  need  for  technical 
training.  Information  can  be  automatically 
loaded  from  various  sources,  including 
mainframe-  or  minicomputer-based  general 
ledgers  and  spreadsheets. 

• Retrieve-MC  and  Retrieve  MC/XL  are 
complementary  Micro  Control  modules  that 
permit  Micro  Control  users  to  link  directly  to 
Lotus  1-2-3  and  Microsoft  Excel, 
respectively,  for  further  data  manipulation 


and  analysis.  TelePath  allows  menu-driven, 
on-screen  report  building.  Chartbuilder 
provides  a method  for  quick  and  easy 
creation  and  maintenance  of  a Micro  Control 
system. 

• Hyperion  continues  to  support,  but  no  longer 
actively  markets  Micro  Control. 

Hyperion  OLAP  advances  generic  OLAP 
technology  from  a tool  to  a purpose-built 
software  application.  A powerful  underlying 
OLAP  engine  has  been  licensed  from  Sinper 
Corporation.  Hyperion  OLAP  applies 
complex,  multidimensional  analysis 
technology  to  solve  complex  business 
problems. 

Hyperion  OnTrack,  introduced  in  1989  and 
now  in  its  third  major  release,  is  a Windows- 
based  visual  information  access  product  that 
accesses  and  organizes  business  information 
from  any  corporate  source  and  graphically 
presents  it  to  corporate  executives,  managers 
and  analysts.  A headquarters  site  license  for 
OnTrack  is  $85,000,  with  administrative  and 
reporting  site  licenses  priced  at  $10,000  and 
$5,000,  respectively,  or  less,  depending  on  the 
number  of  sites. 

OnRequest,  a module  of  Hyperion  OnTrack, 
incorporates  Trinzic  Corporation’s  Forest  and 
Trees  product  into  Hyperion  OnTrack, 
providing  access  to  a number  of  SQL 
databases.  A license  for  application 
development,  including  10  user  versions  of 
Forest  and  Trees,  is  $15,000. 

Hyperion  Forms,  commercially  released  in 
fiscal  1994,  is  a Microsoft  Windows-based 
product  used  to  control  a range  of  data 
collection  and  forms  management  functions.  A 
headquarters  site  license  is  $60,000,  with 
remote  locations  priced  at  $2,000  per  site. 
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For  fiscal  1995,  approximately  61%  of 
Hyperion  Software’s  total  revenue  was  derived 
from  Hyperion  Enterprise  licenses  and  related 
services  and  13%  from  Micro  Control  licenses 
and  related  services.  Currently,  the  majority 
of  revenue  is  coming  from  the  company’s  key 
products — Hyperion  Financials,  Hyperion 
Enterprise,  Hyperion  Pillar  and  Hyperion 
OLAP. 

Hyperion  Software  provides  design  consulting 
and  implementation  support  for  its  products 
on  local-  or  wide-area  networks  and  offers  a 
range  of  administrator  and  user  courses  at  its 
training  facilities  or  at  the  customer  site. 

These  services  are  provided  on  a time-and- 
materials  basis. 

Clients 

Hyperion  Software  has  licensed  its  software  to 
more  than  2,500  corporate  headquarters 
customers.  A partial  listing  of  customers  is 
shown  in  the  exhibit  on  the  following  page. 

Marketing  and  Sales 

In  North  America,  Hyperion  has  a direct  sales 
force  that  is  supported  with  lead  generation 
and  marketing  programs  that  include 
telemarketing,  public  relations,  direct  mail, 
advertising,  seminars,  trade  shows  and 
ongoing  customer  communication  programs. 

Hyperion  Software  markets  its  products 
outside  of  North  America  through  a 
combination  of  subsidiaries  and  independent 
distributors. 

• These  distributors  are  managed  through  the 
company’s  operations  facility  in  Milan. 


• Hyperion  Software  has  license  and 
distribution  agreements  with  independent 
distributors  in  Australia/New  Zealand 
(KPMG  Information  Solutions  Pty  Ltd.), 
Japan  (Asahi  & Co.,  Arthur  Andersen), 
Mexico  (Consultores  de  Integracion  de 
Sistemas  S.A.  de  C.V.),  Hong  Kong 
(Galatians  Technology  Ltd.),  Poland  (Solver), 
Singapore  (Delteq  Systems),  South  Africa 
(Prologic  Decision  Support  Ltd.)  and 
Switzerland  (Arthur  Andersen  AG). 

• The  distributors  generally  maintain  sales 
and  service  personnel  dedicated  solely  to 
Hyperion’s  products. 

Alliances 

During  1994,  Hyperion  Software  introduced 
its  Enterprise  Solutions  Partner  Program,  a 
five-tier  partnering  program  formed  to 
optimize  the  breadth  of  the  company’s  total 
financial  management  solution  for  chief 
financial  officers. 

In  December  1995,  Hyperion  Software  and 
Arthur  Andersen  formed  a strategic  alliance  to 
collaborate  on  offering  world-class 
client/server  accounting  solutions  for  large 
corporations.  This  relationship  is  an 
extension  of  Hyperion  Software’s  Enterprise 
Solutions  Partner  Program. 

In  April  1995,  Hyperion  Software  and  KPMG 
Peat  Marwick  formed  a partnership  to  further 
efforts  for  offering  “best-of-class”  client/server 
accounting  solutions  for  large  corporations. 

The  partnership  is  an  extension  of  Hyperion 
Software’s  Enterprise  Solutions  Partner 
Program. 
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Exhibit 

Partial  Listing  of  Hyperion  Software  Clients 


Industry/Client 

Industry/Client 

Industry/Client 

Computers  & Software 

Utilities  & Energy 

Communications 

3COM 

Arco  Oil  & Gas 

Ameritech 

Amdahl 

BP  Exploration 

AT&T 

AST  Research 

Canadian  Occidental 

Bell  Atlantic 

AT&T 

Chevron 

BellSouth  International 

Bull 

Citizens  Utilities 

GTE 

Compaq  Computer 

Conoco 

ITT 

Dell  Computer 

Mobil  Oil 

ICL 

Digital  Equipment 

Northwest  Utilities 

NYNEX 

Microsoft 

Pennzoil 

SNET 

Motorola 

Santa  Fe  Energy  Resources 

Southwestern  Bell 

Novell 

Southern  California  Gas 

Sprint 

Wang 

Tenneco 

Turner  Broadcasting  System 

Chemicals 

Pharmaceuticals 

Financial  Services 

E.l.  duPont  de  Nemours 

American  Home  Products 

American  Express 

Eastman  Kodak 

Bristol-Myers  Squibb 

Bank  of  America 

Hercules 

Eli  Lilly  Canada 

The  Bank  of  New  York 

Monsanto 

Johnson  & Johnson 

National  Westminster  Bancorp 

PPG  Industries 

Merck  & Co. 

Skandia  International 

The  Sherwin-Williams  Company 

Upjohn 

Shawmut  Bank 

Union  Carbide 

Consumer  Goods 

Insurance 

Food  & Beverage 

American  Brands 

Aetna 

Burger  King 

Black  & Decker 

Guardian  Life  Insurance 

CP  International 

Clairol 

Kemper  Life 

Dannon 

Colgate-Palmolive 

Metropolitan  Life 

Dole 

Eveready  Battery 

Principal  Mutual  Life 

General  Mills 

Gillette 

Prudential  Insurance 

Hiram  Walker-Allied  Vintners 

Goodyear 

St.  Paul  Companies 

H.J.  Heinz 

Levi  Strauss  & Co. 

TIAA 

Kraft  General  Foods 

Mattel 

The  Travelers 

McDonald’s 

Nike 

Nabisco 

Reckitt  & Colman 

Pepsi-Cola  International 

Sony  USA 

Philip  Morris 

Timex 

Sara  Lee 

Whirlpool 
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Hyperion  Software  has  a range  of  technology 

partner  relationships  as  follows: 

• Member  of  the  Microsoft  Windows  Advisory 
Board 

• A Microsoft  Solutions  Provider  Partner 

• Member  of  the  Sybase  Open  Solutions 
Value-Added  Reseller  Council 

• Authorized  Independent  Software  Vendor 
for  Oracle  Databases 

• A Lotus  Premium  Partner 

Competition 

Hyperion  Software’s  major  competitors  include 

PeopleSoft,  SAP  and  Oracle. 

INPUT  Assessment 

Hyperion  Software’s  strengths  include: 

• Next-generation  client/server  strengths, 
including  flexibility  for  managing  corporate 
technology  change 


• An  integrated  suite  of  best-of-class  financial 
and  accounting  applications 

• Multiple  optimized  database  platforms, 
including  those  of  Sybase  and  Oracle 

• A sophisticated,  easy  to  use  graphical  user 
interface 

Challenges  over  the  coming  year  include: 

• Accelerating  market  demand  for 
client/server-based  accounting  technology 

• Building  market  share  for  the  new  Hyperion 
OLAP  product 

• Expanding  Hyperion’s  visibility  as  a 
complete  provider  of  accounting  and 
financial  solutions 
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IBAX  HEALTHCARE  SYSTEMS 

(formerly  Spectrum  Healthcare 
Solutions) 

587  E.  San  Lando  Springs  Drive 
Longwood,  FL  32750-5187 
(407)  831-8444 


Jeffrey  S.  Goodman,  President  and  CEO 
Subsidiary  of  IBM  and  Baxter  International 
Total  Employees:  650  (2/92) 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  Under  $100  million* 

*INPUT  estimate 


The  Company  IBAX  Healthcare  Systems  designs,  develops,  and  markets 

information  management  solutions  for  small,  midrange,  and  large 
hospitals,  as  well  as  systems  for  physician  practice  management. 

IBAX  was  formed  in  January  1990  as  Spectrum  Healthcare 
Solutions,  a partnership  of  IBM  and  Baxter  International 
subsidiaries. 

• Both  parent  companies  --  IBM  and  Baxter  --  have  had  a presence 
in  the  medical  information  systems  industry  since  the  1970s,  and 
Spectrum  Healthcare  Solutions  established  its  presence  in  the 
market  quickly.  INPUT  estimates  that  the  new  company  earned 
between  $75  and  $100  million  in  its  first  year  of  operation, 
primarily  from  software  products  and  related  services. 

• In  June  1991,  approximately  18  months  after  Spectrum 
Healthcare  was  organized  and  six  months  after  the  departure  of 
president  and  CEO  Frank  Russo,  the  company  announced  a 
number  of  major  changes,  including  the  following: 

- A name  change  from  Spectrum  Healthcare  Solutions  to  IBAX 
Healthcare  Systems 

- Company  restructuring  which  reduced  staff  positions  and 
added  personnel  in  support  and  customer-related  areas 

- Relocation  of  company  headquarters  from  Hauppage  (NY),  to 
Longwood  (FL) 

IBAX's  client  base  is  currently  comprised  of  more  than  700 
hospitals  and  6,500  private  physician  offices. 
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The  company's  primary  competitors  include  software  providers  that 
supply  IBM-compatible  health  care  information  systems. 

• Specific  competitors  vary  by  platform  - IBAX  products  run  on 
IBM  mainframes,  midrange  computers  (AS/400),  and 
workstations  (IBM  RISC  System/6000). 

• Key  competitors  in  the  IBM  mainframe  arena  are  HBO  & 
Company  (HealthQuest  division),  Shared  Medical  Systems,  and 
TDS  Healthcare  Systems. 

IBAX's  competitive  strength  stems  from  its  parent  companies' 
strength  and  market  presence  in  medical  information  services. 

Also,  IBAX  is  positioning  itself  as  working  to  help  stengthen  the 
medical  industry  overall,  through  more  effective  use  of  medical 
information  systems. 

• The  company  points  out  that  hospitals  still  fail  to  see  the  full 
impact  that  clinical  and  patient  information  systems  can  make  to 
effective  operations,  and  are  constrained  by  limited  information 
systems  budgets. 

• Further,  IBAX  believes  that  the  vendor  stability  possible  in  the 
partnership  of  two  major  information  services  providers  will  help 
hospital  management  move  toward  the  multiyear  commitments 
required  to  fully  realize  the  power  of  information  systems. 


INPUT  estimates  that  approximately  90%  to  95%  of  IBAX's  1991 
revenue  was  derived  from  software  products  and  related  services, 
and  5%  to  10%  from  consulting  services. 

IBAX'S  health  care  products  include  the  following: 

• Series  3000,  financial  and  clinical  applications  for  small 
community  hospitals.  The  series  runs  on  IBM  RISC 
System/6000  computers. 

• Series  4000,  financial  applications  for  midsized  hospitals.  The 
series  runs  on  IBM  AS/400  computers.  Introduced  in  the  early 
1970s,  Series  4000  products  are  installed  in  over  275  hospitals. 

• Series  5000,  financial  and  clinical  applications  for  large  hospitals 
and  complex  medical  centers.  The  systems  run  on  IBM 
mainframe  platforms. 
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• Physician  Series,  for  communicating  patient  data  to  physicans 
and  staff.  The  series  runs  on  IBM  and  compatible  PCs,  and  can 
communicate  with  any  of  the  IBAX  hospital  information  systems 
above. 

• Point  of  Care  Clinical  Series,  which  supports  nursing  care 
documentation  and  access  to  the  hospital  information  system 
from  IBM  Clinical  Workstations™  located  at  patient  bedside. 

- The  Point  of  Care  products  were  introduced  in  1991,  and  are 
IBAX's  key  new  addition  beyond  the  offerings  of  either  parent 
company. 

• Several  departmental  systems,  as  follows: 

- Operating  Room  System  for  IBM  S/36  or  AS/400  computers 

- Radiology  Information  Management  for  IBM  AS/400  or 
mainframe  platforms 

- Pharmacy  Management  Systems,  three  different  systems  for 
mainframe,  AS/400,  and  IBM-compatible  PC  platforms 

IBAX  services  include  education  and  training,  implementation 
assistance,  24-hour  customer  support,  and  technical  and  operations 
consulting. 


Virtually  all  of  IBAX's  revenue  is  derived  from  hospitals  and 
physicians'  offices. 


IBAX's  1991  revenue  was  primarily  derived  from  North  American 
sales,  with  a small  percentage  of  international  revenue,  including 
contracts  in  Australia  and  Luxembourg. 

IBAX  is  headquartered  in  Longwood  (FL),  with  six  regional  offices 
in  the  U.S.  and  Canada,  plus  a number  of  additional  sales  offices. 

• North  American  regional  offices  are  located  in  Marietta  (GA), 
Covington  (KY),  Hauppage  (NY),  Reston  (VA),  Orange  (CA), 
and  Ontario  (Canada). 

■ The  company  also  has  a marketing  relationship  with  PAXUS 
Ltd.  in  Australia. 
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Computer  IBAX's  data  centers  are  in  Longwood  (FL)  and  Deerfield  (IL) 

Hardware  and 
Software 


Mainframe  development  takes  place  at  the  Deerfield  site 
(Baxter  International  headquarters). 

Midrange  (AS/400)  and  workstation  (RISC  System/6000) 
development  is  conducted  at  IBAX  headquarters  in  Longwood. 
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IBM  INFORMATION  NETWORK 

3405  West  Drive 

Martin  Luther  King,  Jr.  Boulevard 
P.O.  Box  30021 
Tampa,  FL  33630 
(813)  878-3000 


Syd  N.  Heaton,  General  Manager 
Operating  Unit  of  IBM  Corporation 
Total  Employees:  1,600 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $375,000,000* 

‘INPUT  estimate 


The  Company  IBM  Information  Network,  founded  in  1982,  provides  value-added 

network  services  and  remote  computing  processing  services 
worldwide. 


The  company's  strategic  objectives  are  to: 

• Participate  in  value-added  services  business  opportunities 

• Help  provide  IBM's  end-to-end  communications  solutions 

• Enhance  IBM's  efficiency  and  competitive  advantage 

INPUT  estimates  that  IBM  Information  Network's  1991  noncaptive 
revenue  was  $375  million.  IBM  Information  Network  management 
states  that  the  company  is  growing  at  twice  the  industry  average. 

IBM  Information  Network  currently  has  about  1,600  employees,  of 
which  700  are  at  the  Tampa  headquarters,  900  at  other  U.S. 
locations. 


Key  Products  and  INPUT  estimates  that  approximately  70%  to  75%  of  IBM 
Services  Information  Network's  revenue  is  derived  from  network  services 

and  the  remaining  25%  to  30%  from  processing  services. 

IBM  Information  Network  operates  an  international  network  with 
leased-line  and  dial  access  available  from  hundreds  of  cities  in  more 
than  90  countries  worldwide. 

• Customers  can  use  the  resources  and  facilities  of  the  IBM 

Information  Network  to  outsource  their  network  implementation 
or  to  extend  the  reach  of  their  existing  network. 
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• The  network  can  provide  customers  with  native  support  for  SNA- 
based  systems  and  networks,  as  well  as  non-SNA  systems,  making 
it  easy  for  customers  to  communicate  with  large  and  small 
domestic  or  international  business  partners. 

• Valued-added  services  that  address  specific  business 
communications  requirements  include  electronic  mail,  electronic 
data  interchange  (EDI),  access  to  commercial  data  bases  and 
information  services,  remote  computing  services,  and  support 
services  for  IBM  and  non-IBM  software. 

Network  Services: 

Network  Services  provides  customers  with  an  easy  way  to  connect  to 
a ready-to-use,  fully-managed  and  secure  international  network 
based  on  IBM's  networking  technology. 

■ Customers  can  use  Network  Services  to  configure  almost  any 
combination  of  terminal-to-host,  host-to-host,  and  peer-to-peer 
connections,  in  single  vendor  or  multivendor  environments, 
within  or  between  organizations. 

• Network  Services  provides  data  communications  facilities, 
international  service,  around-the-clock  availability,  protocol  and 
line  speed  conversions,  network  management  using  IBM's 
NetView  and  other  advanced  network  management  tools,  on-line 
problem  reporting  and  tracking,  end-user  screens  and  selection 
menus,  and  local  sales  and  end-user  support. 

Services  are  based  on  an  SNA  high-speed  network  providing  SNA 
connections  in  31  countries  with  leased-line  access  at  speeds  up  to 
64,000  bps  and  dial  access  at  line  speeds  of  300  to  19,200  bps. 

• Leased-line  nodes  are  available  in: 

100  cities  in  the  U.S. 

13  cities  in  Canada 

157  cities  in  17  countries  in  Europe 

- 74  cities  in  four  Asia/Pacific  countries 
7 cities  in  Latin  America 

• Dial  access  nodes  are  available  in: 

- 276  cities  in  the  U.S. 

19  cities  in  Canada 
168  cities  in  Europe 

74  cities  in  Asia/Pacific  countries 

- 7 cities  in  Latin  America 
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• Additional  access  is  available  via: 

1-800  number  service 

- Public  packet  switched  data  networks  (PSDN)  in 
more  than  50  additional  countries  and  locations,  via  an 
X.25  gateway  in  Zoetermeer,  the  Netherlands 

• Protocols  supported  include: 

- SNA/SDLC 

- X.25 

- Asynchronous  (ASCII  files  supported) 

- Bisynchronous 

- ISDN  (selected  U.S.  cities  and  Japan) 

• More  than  450  devices  have  been  tested  and  approved  for 
network  attachment,  including: 

IBM  SNA  networks  and  host  computers 
(via  leased  lines  only) 

- IBM  AS/400  and  System/3X  computers 

- IBM  PCs,  PS/2s,  and  PC  LANs 

IBM  3270  terminals  and  devices  with  3270  emulation, 
including  non-IBM  hosts  and  midrange  systems 

- X.25  processors 

RJE  workstations  and  devices  with  RJE  emulations 
Electronic  Mail: 

IBM  Mail  Exchange,  IBM's  international  electronic  mail  service, 
extends  the  reach  of  internal  mail  systems  by  providing  connections 
to  business  partners  and  systems  of  all  sizes  around  the  world. 

• Customers  can  use  a variety  of  internal  systems  to  send  messages 
to  each  other,  or  use  mailbox  services  provided  by  IBM  Mail 
Exchange. 

• Service  features  include  simplified  addressing,  format 
conversions,  electronic  trade  and  user  directories,  and  additional 
security. 

• IBM  Mail  Exchange,  either  directly  or  via  service  provider 
agreements,  can  forward  electronic  mail  messages  to  telex,  FAX, 
and  postal  destinations. 

• Connectivity  is  available  between  a range  of  host,  midrange,  and 
other  office  systems,  both  IBM  and  non-IBM,  including  the 
Office  Vision  family  of  products,  Professional  Office  System 
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(PROFSR),  Distributed  Office  Support  Systems  (DISOSS), 
Personal  Services,  and  the  IBM  Information  Network's  EDI 
mailbox  service. 

• IBM  Mail  Exchange  also  supports  non-IBM  and  IBM  office 
systems  conforming  to  the  X.400  messaging  standard.  X.400 
office  systems  on  X.25  processors  can  connect  directly  to  an  IBM 
Information  Network  node. 

• IBM  is  committed  to  international  standards  such  as  OSI  and  its 
messaging  components,  including  X.400  and  the  X.500  standard 
for  directory  services,  and  is  currently  attending  meetings  of  the 
X.500  North  American  Directory  Forum  with  other  electronic 
mail  providers  with  the  purpose  of  bringing  X.500  to  the 
marketplace. 

• The  IBM  Information  Network  has  agreements  with  AT&T,  BT 
Gold,  BT  North  America,  GE  Information  Services,  JANET, 
MCI,  Norway  PTT,  Sprint  International,  Telecom  Finland,  and 
the  Netherlands  PTT  Memocom-400  Net  for  exchanging  mail 
using  X.400. 

IBM  expEDIte  Family  of  EDI  Solutions: 

The  IBM  Information  Exchange  (IE)  is  an  international  storage  and 
retrieval  networking  service  that  uses  an  electronic  mailbox  for 
convenient  and  cost-effective  data  communications. 

■ The  IE  mailbox  can  be  used  to  exchange  virtually  any  kind  of 
information,  from  an  electronic  message  to  a very  large  data  file, 
between  a range  of  IBM  and  non-IBM  processors,  midrange 
systems,  PCs,  and  RJE  workstations. 

• The  IE  mailbox  provides  the  heart  of  IBM  Information 
Network's  international  EDI  communication  service,  IBM 
expEDIteR  Services.  It  supports  sending  and  receiving  EDI  data 
in  ANSI  X12,  UN/EDIFACT,  UN/TDI,  and  UCS  standards. 

IBM  expEDIte  Services  includes  ready-to-use  software  for  customer 
systems  and  interfaces  that  manage  communications  with  the 
mailbox. 

• Interfaces  are  available  for  MVS,  CICS,  OS/2,  and  AIX 
operating  systems  and  the  IBM  PC,  IBM  AS/400,  IBM 
System/36,  and  RJE  workstations. 
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• Using  the  IBM  expEDIte  Interconnect  Service,  companies  can 
exchange  X12  or  UCS  data  with  trading  partners  using  other  EDI 
service  networks.  Current  network  interconnections  include: 

- Agridata  Resources,  Inc. 

- AT&T 

- BT  TYMNET 

- Harbinger  Computer  Services 
GE  Information  Services 
Kleinschmidt 

- Sears  Technology  Services 

- Sterling  Software  ORDERNET 

- Telecom  Canada 

- TranSettlements 
Western  Union 

The  IBM  expEDIte  Data  Interchange  Series  offers  data  translation 
and  management  control  of  EDI  transactions.  Software  products 
that  run  on  a customer's  processor  are  available  for  MVS, 
MVS/CICS,  and  midrange  processors. 

Other  Network  Sen’ices: 

IBM  Information  Network  customers  can  access  more  than  2,000 
commercial  data  bases,  bulletin  boards,  electronic  catalogs,  and 
industry-specific  services  via  a single  connection  to  the  network. 
Access  via  leased  lines  can  provide  high-speed,  full-screen  access  to 
services. 

Software  Mall  by  IBM  is  a collection  of  electronic  "stores"  owned 
and  operated  by  independent  software  vendors.  The  stores  may 
provide  product  information,  answers  to  technical  questions,  and 
electronic  delivery  of  program  temporary  fixes.  Users  with  a 
Software  Mall  ID  can  also  access  bulletin  boards,  data  bases, 
manuals,  software  updates,  and  send  electronic  mail  messages 
within  the  mall. 

Various  companies  and  industry  associations  have  combined  their 
resources  with  the  IBM  Information  Network  to  provide  industry- 
specific  solutions.  These  include: 

• An  on-line  UPC  product  catalog  for  the  retail  industry 

• A shared  network  that  links  insurance  companies,  independent 
agents  and  service  providers  for  on-line  applications  and 
electronic  mail 

• A multi-company  order  entry  service  for  health  care  providers 
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• An  on-line  agricultural  data  base  and  other  specialized  service 
for  producers  and  agribusiness  companies 

Capacity  ( Processing ) Sendees: 

The  IBM  Information  Network  also  offers  Capacity  Services  that 
provide  IBM  software  and  computer  processing  resources  via  a 
number  of  service  options.  Customers  can  develop  and  test 
applications  or  run  production  network  processors  in  either  shared 
environments  (Remote  Computing  Services  or  Shared  Capacity 
Services),  or  in  private  customized  environments  (Dedicated 
Processor  Custom  Offering). 

• In  the  Remote  Computing  Services  environment,  cost  is  variable 
and  usage-based. 

• In  the  Shared  Capacity  Services  environment,  costs  to  the  user 
are  fixed. 

The  network  supports  on-line  MVS/TSO,  VM/CMS,  and  CICS/VS 
interactive  environments  for  application  development,  testing,  and 
production. 

IBM  program  products  for  relational  data  bases  include  SQL/DS 
and  DB2. 

Languages  and  compilers  available  include  OS/VS  COBOL,  VS 
COBOL  II,  VS  FORTRAN,  ASSEMBLER,  C,  and  PL/1,  to  name  a 
few. 

Application  Systems  (AS)  is  an  IBM  program  product  with  multiple, 
integrated  application  functions  such  as  business  planning,  statistical 
analysis,  forecasting,  reporting,  business  graphics,  and  project 
management. 

With  the  Dedicated  Processor  Custom  Offering,  a customer 
essentially  owns  all  or  a portion  of  a CPU  along  with  auxiliary 
storage  that  is  located  at  IBM  Information  Network  facilities.  IBM 
personnel  manage  and  maintain  the  CPU  complex,  the  operating 
system,  and  perform  basic  1-0  functions.  The  customer  controls  the 
application. 


Industry  Markets  The  IBM  Information  Network  is  used  by  clients  across  industry 

sectors. 

The  network's  customer  base  includes  more  than  900,000  registered 
user  IDs. 
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Geographic 

Markets 


Computer 
Hardware  and 
Software 


INPUT  estimates  that  approximately  50%  of  IBM  Information 
Network's  revenue  is  derived  from  the  U.S.  and  50%  from 
international  sources. 

IBM  Information  Network  supports  over  18,000  customers 
worldwide. 

In  addition  to  its  headquarters  in  Tampa,  IBM  Information 
Network  has  U.S.  offices  in  Dallas  (TX),  White  Plains  (NY),  and 
Boulder  (CO). 

International  offices  are  located  in  Ontario  (Canada),  the 
Netherlands,  Japan,  and  Australia. 


The  IBM  Information  Network  maintains  an  unspecified  number  of 
IBM  mainframes  running  under  MVS/TSO,  CICS/VS,  and 
VM/CMS  at  data  centers  in  Tampa  and  Dallas. 

International  Network  Control  Centers  are  located  in  the 
Netherlands,  Japan,  and  the  U.K. 
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IBM  Global  Services  - 
Outsourcing 


Group  Executive:  Dennie  Welsh 

Route  100 
Somers,  NY  10589 

Phone:  (914)766-1900 

Internet:  http://www.ibm.com 

The  following  profile  outlines  the  products, 
services,  and  support  offered  by  IBM  Global 
Services  to  its  clients  for  outsourcing  services 
and  offers  a representative  sample  of  recent 
outsourcing  contracts. 


Status: 

Parent  Company: 

Total  Global  Sen/ices  Employees: 
Total  Outsourcing  Employees: 
Total  Services  Revenue: 

Total  Outsourcing  Revenue: 

Fiscal  Year  End: 


Unit 

IBM  Corporation 
116,000 
32,200 
$15,900,000,000 
$4,700,000,000 
12/31/96 


Company  Description 

IBM  Global  Services  is  one  of  the  largest  and 
most  versatile  IT  services  companies  in  the 
world,  with  116,000  employees  in  164 
countries.  It  offers  customers  technical 
support,  professional  services  such  as  decision 
support,  Internet  implementation,  consulting 
and  outsourcing,  and  secure  network  services. 

© INPUT  1997. 


In  May  1997,  IBM  agreed  to  pay  $450  million 
for  Sears,  Roebuck  and  Company’s  30%  share 
of  Advantis,  the  networking  services  joint 
venture  formed  in  December  1992  between 
IBM  and  Sears,  resulting  in  IBM’s  full 
ownership  of  the  organization. 
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Outsourcing  Organization 

In  January  1995,  IBM  formed  the  IBM  Global 
Services  organization,  consolidating  three 
former  services  units — IBM  ISSC,  IBM  Global 
Network,  and  Availability  Services — into  one 
global  services  organization,  reducing  and 
streamlining  the  number  of  service  offerings. 
IBM  Global  Services  is  headed  by  Senior  Vice 
President  and  Group  Executive  Dennie  Welsh. 

IBM  Global  Services  offerings  are  based  on 
four  global  competencies: 

• Managed  operations  (outsourcing) 

• Systems  integration/application 
development 

• Education  and  training 

• Consulting  (provided  across  the  three  other 
competencies) 

IBM  Global  Services  is  organized  by 
geography,  with  each  geography  headed  by  a 
General  Manager: 

• North  America,  headed  by  Doug  Elix 

• Europe,  headed  by  Hans  Ulrich  Maerki 

• Asia/Pacific,  headed  by  Richard  Anderson 

• Latin  America,  headed  by  George  Khoury 

Each  major  geographic  region  is  organized 
into  three  business  segments: 

• Product  Support  Services  (PSS) — Including 
availability  services,  disaster  recovery, 
systems  management,  asset  management, 
and  consulting  services 

• Professional  Services — Consisting  of 
managed  operations,  systems  integration, 
education  and  training,  and  consulting 


• Network  Services — Comprised  of  network 
outsourcing  and  Internet  services 

In  North  America,  Doug  Elix,  former  head  of 
the  IBM  ISSC  unit,  is  General  Manager  of  the 
North  American  geography  and  also  manages 
the  Professional  Services  segment. 

Jean-Charles  Levy  is  responsible  for  the 
strategic  direction  of  the  North  American  PSS 
business  segment  and  reports  to  Doug  Elix. 

The  Network  Services  segment  is  organized 
on  a global  basis.  The  Network  Services  staff 
is  directly  managed  by  Richard  B.  Anderson, 
who  in  turn  reports  to  the  General  Managers 
of  the  four  major  geographies. 

An  organizational  chart  is  shown  in  Exhibit  1 
on  the  following  page. 

Company  Mission 

IBM  Global  Services’  mission  is  “to  be 
recognized  as  the  leader  in  IT  services  by 
enabling  our  customers  to  use  technology  to  be 
leaders  in  their  marketplaces.” 

Company  Outsourcing  Strategy 

IBM  Global  Services  emphasizes  network 
operations  as  a key  aspect  of  its  outsourcing 
services.  The  company  continues  to  invest 
heavily  in  network-centric  computing  and  to 
leverage  its  network  capabilities  in  gaining 
new  outsourcing  business. 

Financials 

IBM  Global  Services’  total  1996  revenue 
(including  outsourcing  of  systems  and 
networks,  consulting,  systems  integration, 
networking,  product  support  services,  and 
education  and  training)  reached  $15.9  billion, 
an  increase  of  25%  over  revenue  of  $12.7 
billion  in  1995.  Total  outsourcing  revenue 
grew  to  $4.7  billion  in  1996,  a 42%  increase 
over  1995. 
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Exhibit  1 

IBM  Global  Services  Organization  Chart 


Sr.  Vice  President 

DM.  Welsh 


Geographies/Regions 


North  America 

EMEA 

D.  Elix 

H.  Maerki 

Canada 


Nordic 


United  States 


North 


Asia/Pacific 

R.  Anderson 


Central 


West 


Latin  America 

G.  Khoury 

South 

Competencies,  NS  and  PSS  Support 


Consulting 

J.  Movizzo 

Network  Services 

R.  B.  Anderson 

Education  & 
Training 

F.  Kales 

Product  Support 
Services 

J.C.  Levy 

Managed 

Operations 

D.  Elix 


SI/AD 

G.  Myers 


Finance  & 
Planning 

F.  Handler 


Management 
Svcs.  & ISI 

G.  Van  Ert 


Marketing  & 
Business  Devel. 

L.  Waterhouse 


Emerging 

Markets 

J.  Henrickson 


Olympics 

T.  Furey 


Source:  IBM  Global  Services 
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Market  Focus 

IBM  Global  Services  currently  participates  in 
eleven  major  vertical  industry  segments, 
including  education;  finance;  insurance; 
health;  manufacturing;  distribution;  media 
and  telecommunications;  government;  travel 
and  transportation;  utilities;  and  process  and 
petroleum. 

The  company’s  outsourcing  revenue  is  derived 
primarily  from  the  U.S.,  followed  by  Europe, 
Asia/Pacific,  and  Latin  America.  Currently, 
IBM  Global  Services  manages  U.S.  companies’ 
data  centers  located  in  other  countries,  but 
can  only  handle  U.S. -based  data  centers  from 
overseas  companies.  IBM  has  formed 
ventures  in  Europe  to  provide  services  outside 
the  U.S. 

Employees 

As  of  May  1997,  IBM  Global  Services  had 
approximately  116,000  employees,  segmented 
as  follows: 


Managed  Operations 32,200 

Systems  Integration 29,600 

Consulting 3,100 

Education  & Training 3,500 

IBM  Global  Network 7,800 

Professional/Support  Services.  39,800 
Total 116,000 


Key  IBM  Global  Services 

In  addition  to  its  product  support  and  network 
services,  IBM  Global  Services’  key  outsourcing 
services  are  summarized  below: 

Outsourcing 

IBM  Global  Services’  managed  operations 
services  are  offered  through  the  Professional 
Services  business  segment.  The  agreements 
are  long  term  in  nature,  typically  five  to  ten 
years. 


The  company  provides  day-to-day 
management  for  significant  portions,  if  not 
all,  of  the  client’s  IS  infrastructure,  including 
operations,  production  control,  end-user 
support,  maintenance,  and  application 
development  and  maintenance. 

IBM  Global  Services  may  also  work  with 
clients  to  design  a new  IS  environment,  then 
develop  and  manage  the  total  implementation. 

The  implementation  may  include 
consolidation  of  multiple  data  centers,  voice 
and  data  networks,  standardization  of 
platforms,  application  convergence,  and 
systems  management. 

Managed  operations  services  are  available 
from  IBM  Global  Services  as  follows: 

• Remote  Systems  Operations — IBM  Global 
Services  remotely  manages  the  client’s 
current  systems  from  its  four  regional 
facilities  in  the  U.S.  and  others  worldwide. 

• Onsite  Operations — IBM  Global  Services 
assumes  on-site  operational  responsibility, 
which  may  involve  the  consolidation  and 
restructuring  of  existing  facilities. 

• Shared  Host  Environment — The  customer’s 
processing  requirements  are  brought  into  an 
existing  IBM  Global  Services  facility. 

IBM  Global  Services  also  provides 
applications  management  outsourcing, 
including  applications  development, 
maintenance,  and  operations. 

Network  Services 

IBM  Global  Services  provides  network 
services  through  its  Network  Services 
business  segment.  In  North  America,  these 
services  are  provided  through  the  networking 
arm,  Advantis.  IBM  Global  Services 
maintains  and  operates  the  IBM  Global 
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Network,  which  serves  30,000  customer 
enterprises  in  850  cities  and  100  countries. 

IBM  Global  Services  provides  Internet 
services,  which  include  Internet  access  and 
content  hosting,  security  services,  and 
database  mining. 

Desktop  Services 

IBM  Global  Services  provides  desktop 
management  through  its  Professional  Services 
business  segment.  The  company  has  named 
these  services  NetWorkStation  (NWS) 
management  services.  Offerings  include: 

• Facility  preparation,  hardware/software 
procurement,  predelivery  preparation, 
installation,  and  user  migration 

• User  training 

• Integrated  help  desk 

• LAN  and  WAN  management,  including 
network  availability,  network  performance, 
change  management,  and  capacity 
management 

• Security  management 

• Asset  management 

• Software  installation  and  distribution 

• Hardware/software  maintenance,  including 
on-site  technical  administration,  moves,  and 
upgrades 

• Client/server  services,  including  design  of 
client/server  networks,  development  and 
maintenance  of  mission-critical  applications, 
implementation  of  complex  distributed 
databases,  management  tools,  and  operation 
of  desktop  environments 


Examples  of  Outsourcing  Contracts 

Washington  Mutual  Inc.  - Under  this  10-year, 
$533  million  technology  services  agreement, 
IBM  will  manage  distributed  client/server 
systems  and  desktop  computing  services  for 
2,500  workstations  at  270  locations  for 
Washington  Mutual,  a Seattle-based  thrift 
with  operations  in  five  Western  states.  This 
includes  implementing  a client/server 
infrastructure  that  will  support  a range  of 
critical  new  applications.  In  addition,  IBM’s 
Advantis  network  services  unit  will  provide 
Washington  Mutual  with  voice  and  data 
services,  as  well  as  enhanced  services, 
including  fax  and  video.  Washington  Mutual 
found  in  IBM  a supplier  that  could  integrate 
new  information  technologies  at  a pace 
consistent  with  its  business  plans  and 
anticipated  growth,  allowing  Washington 
Mutual  to  concentrate  on  its  core 
competencies. 

Ameritech  - This  multibillion-dollar,  10-year 
applications  operations  outsourcing 
agreement  with  Ameritech,  one  of  the  largest 
communications  companies  in  the  U.S.,  has 
been  touted  as  the  largest  agreement  in  terms 
of  mainframe  computing  capacity.  Under  the 
terms  of  the  agreement,  IBM  is  managing 
Ameritech’s  data  center  operations  and 
ongoing  consolidation  efforts.  IBM  is  also 
providing  help  desk  services  for  the  data 
center  operations,  as  well  as  developing  and 
implementing  disaster  recovery  system 
capability.  IBM  was  selected  to  manage 
Ameritech’s  IT  infrastructure  in  order  to  allow 
Ameritech  to  concentrate  more  effectively  on 
customer  service  and  software  development, 
the  core  competencies  it  feels  are  necessary  to 
expanding  its  business. 

Lucent  Technologies  - IBM  Global  Services 
won  a 10-year  contract  worth  an  estimated 
$6-7  billion  to  manage  Lucent’s  IT  operations. 
IBM  Global  Services  will  manage  daily 
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operations,  including  mainframe  data  centers, 
applications  management,  and  desktop 
services.  As  part  of  the  contract,  the  majority 
of  Lucent’s  IT  staff  will  be  offered 
opportunities  within  IBM  Global  Services.  In 
this  case,  outsourcing  will  enable  the  client  to 
focus  its  resources  on  strategic  applications 
for  customers  and  to  reduce  costs  by  as  much 
as  one-third.  Lucent  Technologies  will 
continue  to  use  AT&T’s  network  operations 
services. 

Exhibit  2 provides  a representative  (partial) 
list  of  1996  IBM  outsourcing  contracts. 

Competitors 

IBM  Global  Services’  competitors  in  the 
systems  operations  area  include  Electronic 
Data  Systems  (EDS),  Computer  Sciences 
Corporation  (CSC),  MCI  Systemhouse,  CAP 
GEMINI  America,  and  Perot  Systems. 

Key  Differentiators 

IBM  Global  Services’  differentiators  for  its 
outsourcing  services  offerings  include: 

• Strong  brand  recognition 

• Worldwide  presence 

• Large  established  customer  base 

• Network  capabilities 

• Improved  services  expertise 

• Being  the  world’s  largest  IT  services 
provider 

• Full  range  of  IT  services  offerings 

• Technological  expertise 

Pricing 

Each  of  IBM  Global  Services’  outsourcing 
contracts  is  custom  priced,  depending  on  the 
specific  needs  of  the  customer. 


INPUT  Analysis 

IBM  Global  Services  has  been  very  successful 
in  building  its  services  business,  and  its 
outsourcing  business  in  particular.  In  1996, 
the  company  won  a notable  number  of 
significant  outsourcing  contracts  in  the 
finance,  manufacturing,  and  telecom- 
munications industries.  Among  these  were  the 
contracts  with  Lucent  Technologies,  British 
Steel,  Prudential,  Washington  Mutual,  and 
Ameritech. 

IBM  Global  Services  is  well  positioned  in  the 
telecommunications  industry,  having 
established  partnerships  with  Australia’s 
Telstra,  Hong  Kong  Telecom,  Pacific  Bell, 
BellSouth,  and  Bell  Canada;  it  is  also  working 
on  a joint  venture  with  Italy’s  Stet.  IBM 
Global  Services  may  be  able  to  leverage  these 
alliances  in  future  network  outsourcing  deals. 

The  move  to  a more  consolidated  organization, 
under  a single  name,  should  lead  to  more 
effective  internal  teamwork  and  less  confusion 
in  dealing  with  customers.  The  emphasis  on 
network-based  outsourcing  and  IBM’s 
positioning  for  electronic  business  on  the 
Internet  will  fuel  future  growth.  INPUT 
expects  IBM  Global  Services  to  continue  to 
gain  outsourcing  market  share  from 
companies  such  as  EDS. 

Future  challenges  will  include  continued 
development  of  the  outsourcing  business, 
management  of  growth,  and  access  to  the 
skills  needed  to  support  this  growth.  The 
company  may  need  to  consider  specific 
services  alliances  to  support  future 
outsourcing  contracts,  such  as  the  alliances 
created  by  CSC  and  by  Andersen  Consulting 
in  1996. 
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Exhibit  2 


IBM  Outsourcing  Contracts,  1996  to  Date 


IBM  Client 

Industry 

Award 

Outsourcing  Type 

Duration 

Advance  Bank  (Germany) 

Finance 

NA 

Application  Operations 

5 years 

Ameritech 

Telecommunications 

NA 

Application  Operations 

1 0 years 

Bank  of  America 

Finance 

NA 

Application  Operations 

7 years 

Bank  Papan  (Indonesia) 

Finance 

NA 

Application  Operations 

5 years 

El  Camino  Hospital 

Health  Care 

S65M 

Data  Center 
Operations 

1 0 years 

ENSESA  (Spain) 

Utility 

NA 

Desktop  Services 

4 years 

Gessy  Lever  (Brazil) 

Manufacturing 

NA 

Application  Operations 

5 years 

Federated  Systems  Group 

Retail 

NA 

Application  Operations 

1 0 years 

Hong  Kong  Telecom  (Hong 
Kong) 

Telecommunications 

NA 

Application  Operations 

7 years 

Hydro  Agri  Europe  (Norway) 

Manufacturing 

NA 

Application  Operations 

3 years 

LSI  Logic 

Manufacturing 

NA 

Network  Management 

5 years 

Lucent  Technologies 

Manufacturing 

S6-7B 

Application  Operations 

1 0 years 

MetraHealth  Companies,  Inc. 

Health  Care 

NA 

Application  Operations 

1 0 years 

Pacific  Bell 

Telecommunications 

NA 

Desktop  Services 

7 years 

Pharmacia  and  Upjohn 

Manufacturing 

$55M 

Systems  Operations 

5 years 

Prudential 

Insurance 

S350M 

Application 

Management 

5 years 

Rhone  Poulenc  (France) 

Manufacturing 

NA 

Application  Operations 

7 years 

Rubbermaid 

Manufacturing 

$125M 

Application 

Management 

1 0 years 

S.  Australia  Government 

Government/Foreign 

NA 

Application 

Management 

NA 

Schweppes  (Spain) 

Manufacturing 

NA 

Application  Operations 

5 years 

Sears,  Roebuck  & Co. 

Retail 

$220M 

Desktop  Services 

1 0 years 

Seiko  Epson  (Japan) 

Manufacturing 

NA 

Application  Operations 

5 years 

Sun  Alliance  Insurance  (U.K.) 

Insurance 

NA 

Application  Operations 

NA 

Technologia  Bancaria  (Brazil) 

Finance 

NA 

Network  Management 

NA 

Texas  Education  Agency  and 
Angelo  State  University 

Education 

$25M 

Application  Operations 

NA 

THORN  Europe 

Retail 

NA 

Application  Operations 

5 years 

Warner  Lambert 

Manufacturing 

N/A 

Call  Center  Services 

5 years 

Washington  Mutual 

Finance 

$533M 

Network  Management 

1 0 years 

Westchester  County  (NY) 

State/Local  Government 

NA 

Application  Operations 

NA 

Source:  INPUT’S  Outsourcing  Contracts  Database 
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Status: 

Parent: 
Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Wholly  Owned  Subsidiary 
IBM  Corporation 
15,000  (1/95) 
$7,500,000,000 
12/31/94 


tailored  alliances  across  a range  of  vertical 
industry  niches.  In  early  1993,  ISSC 
expanded  its  vertical  market  focus  from  11 
to  16  sectors. 


Key  Points 

• Integrated  Systems  Solutions  Corporation 
(ISSC)  was  formed  as  a wholly-owned 
subsidiary  of  IBM  to  establish  IBM  market 
leadership  as  a world-class  supplier  of 
systems  operations  services  to  both  external 
and  internal  customers. 


ISSC  is  resolved  to  fan  out  well  beyond 
conventional  outsourcing  into  custom- 


• ISSC  now  has  a small  direct  sales  force. 
ISSC’s  marketing  team  meets  with 
customers  only  after  IBM  sales  staff  have 
first  identified  prospects  while  selling  other 
IBM  products. 

Company  Description 

IBM  Integrated  Systems  Solution  Corporation 
(ISSC),  which  began  operating  as  a division  of 
IBM  in  1991,  was  established  in  March  1992 
as  a separate  services  subsidiary. 
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ISSC  currently  provides  systems  operations, 
systems  integration,  consulting,  voice  and 
data  networking,  applications  software 
development,  distributed  systems 
management,  client/server  and  business 
recovery  services  to  units  of  IBM  and  to  other 
clients  across  a range  of  industries. 

IBM  Corporation,  ISSC’s  parent,  is 
headquartered  in  Armonk  (NY)  and  had 
worldwide  revenues  of  $64.1  billion  in  1994. 

ISSC  holds  the  majority  interest  in  Advantis, 
the  networking  services  joint  venture  formed 
in  December  1992  between  IBM  and  Sears, 
Roebuck  and  Co. 

Organization  and  Structure 

Headquartered  in  White  Plains  (NY),  ISSC  is 
made  up  of  four  main  groups: 

• IBM  Field  Consulting  and 

Services — Provides  systems  integration  and 
consulting  services  in  the  U.S. 

• Hardware/Software  Network 
Integration — Provides  design/architecture, 
development  and  training 

• Business  Recovery  Services 

• Business  Services  Solutions — Handles 
processing  of  benefits  and  outsourcing  of 
human  resources 

ISSC’s  North  American  operation  is  organized 
along  industry  lines.  ISSC’s  market 
participation  is  in  the  areas  of  distribution, 
transportation  and  travel,  healthcare  and 
insurance,  finance  and  securities,  state  and 
local  government,  utilities,  aerospace  and 
federal.  The  company  has  vice  presidents  that 
head  each  of  these  vertical  markets. 


ISSC  has  12  major  information  technology 
operational  sites  across  the  U.S.  and  14 
additional  support  locations. 

Principal  site  locations  include: 

• Bethesda  (MD) 

• Long  Beach  (CA) 

• Southbury  (CT) 

• Lexington  (KY) 

• Sterling  Forest  (NY) 

• Poughkeepsie  (NY) 

• Boulder  (CO) 

• Tampa  (FL) 

• Dayton  (OH) 

• St.  Louis  (MO) 

• Atlanta  (GA) 

• Somers  (NY) 

Additional  site  locations  include: 

• Newington  (CT) 

• Woodbridge  (NJ) 

• Nashville  (TN) 

• Grand  Rapids  (MI) 

• New  Orleans  (LA) 

• Santa  Monica  (CA) 

• Alpharetta  (GA) 

• Rochester  (NY) 

• Raleigh  (NC) 

• Memphis  (TN) 

• Chicago  (IL) 

• Palo  Alto  (CA) 

• Dallas  (TX) 

• Middletown  (OH) 

ISSC  has  five  client/server-specific  technical 
centers  that  specialize  in  distributed 
computing  environments,  client/server 
business  process  re-engineering,  applications 
development,  systems  integration  and 
software  management. 
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These  centers  are  located  in: 

• Austin  (TX) 

• Boulder  (CO) 

• Chicago  (IL) 

• Dallas  (TX) 

• St.  Louis  (MO) 

ISSC’s  six  Centers  of  Competence  for  systems 

integration,  applications  development  and 

applications  are  located  in: 

• Bethesda  (MD) — Applications  development 
and  maintenance  business  process 
techniques 

• Bethesda  (MD) — Information  systems  tools 
and  environments 

• Dallas  (TX) — Applications 
development/maintenance  technical 
methodologies 

• Palo  Alto  (CA) — Object  technology 

• Atlanta  (GA) — Measurements/estimating 


• White  Plains  (NY) 

ISSC  has  a distributed  computing  center  in 
Austin  (TX) 

Company  Strategy 

ISSC  is  investing  heavily  in  areas  of 
development  of  systems  integration, 
application  development,  application 
maintenance  technology,  skills  and  tools. 

ISSC  views  the  whole  desktop  networking 
arena  as  absolutely  essential.  The  company 
continues  to  invest  heavily  in  network-centric 
computing — connecting  people  with  other 
people  and  the  information  they  need, 
enabling  them  to  act  on  it  at  anytime, 
anyplace. 

Financials 

INPUT  estimates  that  ISSC  had  total 
revenues  of  approximately  $7.5  billion  in 
1994.  Approximately  $3.0  billion  of  the  1994 
revenue  was  derived  from  non-IBM  clients. 

A three-year  revenue  summary  is  as  follows: 


IBM  Integrated  Systems  Solutions  Corporation 
Three-Year  Revenue  Summary 
($  Billions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

Revenue  * 

$7.5 

$4.0 

$1.84 

• Percent  change  from 

previous  year 

88% 

117% 

N/A 

* INPUT  estimate 


Market  Financials 

ISSC  currently  participates  in  16  major 
vertical  industry  segments,  including 
aerospace,  finance,  insurance,  health,  process 
manufacturing,  discrete  manufacturing,  retail 
distribution,  wholesale  distribution,  media, 


communications,  lodging,  federal,  state  and 
local  government,  transportation  and  utilities. 

ISSC  tends  to  work  with  large  companies, 
which  represent  approximately  80%  of  its 
business.  It  is  estimated  that  ISSC  currently 
has  over  3,000  external  (non-IBM)  customers. 
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Geographic  Markets 

It  is  estimated  that  virtually  100%  of  ISSC’s 
revenue  is  derived  from  the  U.S. 

Currently,  ISSC  manages  U.S.  companies’ 
data  centers  located  in  other  countries,  but 
can  only  handle  U.S. -based  data  centers  for 
overseas  companies.  IBM  has  formed 
ventures  in  Europe  similar  to  ISSC  to  provide 
services  outside  the  U.S. 

Employees 

As  of  January  1,  1995,  ISSC  employed  more 
than  15,000  employees  nationwide,  mostly 
technical  staff. 

Key  Products  and  Services 

ISSC  provides  systems  and  network 
operations,  systems  integration,  technology 
consulting,  applications  development  and 
maintenance  and  business  recovery  services. 

Systems  Operations 

IBM’s  systems  operations  agreements  are 
long-term  in  nature,  typically  five  to  ten 
years. 

ISSC  provides  day-to-day  management  for 
significant  portions,  if  not  all,  of  the  client’s  IS 
infrasructure,  including  operations, 
production  control,  end-user  support, 
maintenance,  as  well  as  application 
development  and  maintenance. 

ISSC  may  also  work  with  clients  to  design  a 
new  IS  environment,  then  develop  and 
manage  the  total  implementation.  The 
implementation  may  include  consolidation  of 
multiple  data  centers,  voice  and  data 
networks,  standardization  of  platforms, 
application  convergence  and  systems 
management. 


Systems  operations  services  are  available 
from  ISSC  as  follows: 

• Remote  Systems  Operations — ISSC 
remotely  manages  the  client’s  current 
systems  from  its  Boulder  (CO)  facility. 

• Onsite  Operations — ISSC  assumes  on-site 
operational  responsibility,  which  may 
involve  the  consolidation  and  restructuring 
of  existing  facilities. 

• Shared  Host  Environment — The  customer’s 
processing  requirements  are  brought  into  an 
existing  ISSC  facility. 

ISSC  also  provides  traditional  service  bureau 
services  where  it  assumes  processing 
responsibility  for  a particular  application. 

Professional  Services 

ISSC  provides  management,  function  and 
information  technology  consulting  services 
generally  in  the  areas  of  data  center  and 
network  operations  and  linking  business 
strategies  to  technology. 

ISSC  can  also  assume  ongoing  responsibility 
for  a client’s  application  development  process 
and  staff,  including  the  design,  programming 
and  implementation  of  new  applications  and 
for  ongoing  application  program  maintenance. 

Systems  Integration  Services 

ISSC  may  act  as  the  prime  contractor  for  an 
IS  project.  ISSC’s  integration  services 
generally  are  shorter  in  duration  than  its 
systems  operations  contracts. 

Business  Recovery  Services 

ISSC’s  business  recovery  services  include 
planning,  testing,  and  in  the  event  of  a 
disaster,  use  of  an  IBM  Business  Recovery 
Center.  Two  classes  of  services  are 
offered — one  targeted  to  large  systems 
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environment  and  one  targeted  toward  mid- 
range systems. 

ISSC  has  large-system  Business  Recovery 
Centers  in  Tampa  (FL),  Sterling  Forest  (NY) 
and  Washington  D.C.  These  centers  have 
multiple,  large-system  processors  and 
peripherals,  and  both  IBM  and  non-IBM 
networks. 

ISSC  also  offers  Remote  Customer  Sites  in 
Chicago,  Los  Angeles,  Minneapolis,  Boston, 
Denver,  Detroit,  San  Francisco,  Washington 
D.C.,  Dallas,  Seattle  and  Atlanta  to  remotely 
access  the  centers  in  Tampa  and  Sterling 
Forest. 

Business  recovery  services  for  the  mid-range 
environment  are  currently  provided  through 
regional  Business  Recovery  Centers  in 
Atlanta,  Detroit,  Philadelphia,  Los  Angeles, 
Washington  D.C.  Tampa,  Dallas,  Chicago, 
Seattle,  Sterling  Forest  and  Minneapolis. 
These  centers  house  either  IBM  System/36, 
System/38  and/or  AS/400  systems. 

Business  recovery  services  are  priced  on  a 
subscription-fee  basis.  Subscriptions  are 
available  for  one-,  three-,  or  five-year  terms. 

Network  Services  and  Operations 
ISSC  provides  network  services  through  its 
networking  arm — Advantis.  ISSC  maintains 
interconnected  electronic  information 
networks  that  can  be  readily  accessed  by 
customers. 

Application  Development  and  Maintenance 
ISSC  works  with  IBM’s  own  resources  and 
those  of  its  network  of  business  partners  to 
provide  application  development  and 
maintenance  services. 


Distributed  Systems  Management  Services 

ISSC  provides  network  management  services 
for  the  client/server  environment.  The 
company  has  termed  these  services  as 
NetWorkStation  (NWS)  management  services 
and  offerings  include: 

• Facility  preparation,  hardware/software 
procurement,  pre-delivery  preparation, 
installation  and  user  migration 

• User  training 

• Integrated  help  desk 

• LAN  management,  including  network 
availability,  network  performance,  change 
management  and  capacity  management 

• Security  management 

• Asset  management 

• Software  installation  and  distribution 

• Hardware/software  maintenance  including 
on-site  technical  administration,  moves  and 
upgrades 

Client/ Server  Architectures 

ISSC’s  client/server  service  offerings  include 
design  of  client/server  networks,  development 
and  maintenance  of  mission-critical 
applications,  implementation  of  complex 
distributed  databases,  management  tools  and 
operations  of  desktop  environments. 

Contracts 

A representative  list  of  contracts  awarded  to 
ISSC  in  recent  years  include  the  following: 

• In  January  1995,  ISSC  formed  an  alliance 
with  Public  Service  Co.  of  Colorado. 
According  to  the  agreement,  ISSC  will  work 
with  e prime — a new  subsidiary  formed  by 
Public  Service  Co. — to  develop  and  deliver 
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advanced  customer  service  and  energy 
management  applications  for  utility  and 
energy-using  customers.  The  value  of  this 
agreement  to  ISSC  is  approximately  $500 
million  over  the  next  10  years. 

• ISSC  entered  into  a 10-year  $100  million 
outsourcing  and  marketing  agreement  with 
Ceridian  Corporation  of  Minneapolis.  The 
agreement  calls  for  ISSC  to  provide  payroll 
processing  for  Ceridian  and  for  the  two 
companies  to  jointly  market  Ceridian 
services. 

• In  November  1994,  ISSC  was  awarded  a 10- 
year,  $450  million  outsourcing  contract  with 
PECO  Energy  Company.  ISSC  will  manage 
PECO  Energy’s  information  systems 
functions  including  data  center  operations, 
help  desk  services,  Local  Area  Network  and 
desktop  administration  and  applications 
maintenance. 

• In  October  1994,  ISSC  signed  a technology 
agreement  with  Henry  Ford  Health  System 
(HFHS),  under  which,  ISSC  will  provide 
network  integration  services  to  HFHS. 

• In  August  1994,  ISSC  was  awarded  a 10- 
year,  $110  million  contract  with  America’s 
Favorite  Chicken  (AFC),  whereby  ISSC  will 
provide  comprehensive  information 
technology  systems  for  AFC  and  its  two 
brands — Churchs  Chicken  and  Popeyes 
Chicken  & Biscuits  restaurants. 

• In  August  1994,  ISSC  entered  into  a three- 
and-a-half  year,  $45  million  contract  with 
Owen  & Minor,  Inc.  to  manage  and  operate 
Owen  & Minor’s  mainframe  system,  as  well 
as  assist  in  the  migration  of  information 
technology  of  Owen  & Minor’s 
acquisition — Stuart  Medical  into  Owen  & 
Minor. 


• In  August  1994,  the  State  of  North  Dakota 
awarded  two  technology  contracts  to  ISSC. 
ISSC  agreed  to  develop  application 
technology  to  help  the  state  initiate  welfare 
reform. 

• In  August  1994,  ISSC  was  awarded  a six- 
year,  multi-million  dollar  systems 
integration  and  systems  operations  contract 
with  BethShip  to  provide  data  center 
operations,  business  recovery  services,  help 
desk  support,  application  implementation 
consulting  and  training  services  to 
BethShip. 

• In  June  1994,  ISSC  entered  into  a three- 
year  technology  contract  with  AlliedSignal 
Aerospace  to  provide  a fully  integrated 
customer  service  center  with  complete 
multi-vendor  support,  end-user  training 
programs,  technology  project  support  and 
asset  management. 

• In  April  1994,  ISSC  signed  a $500  million 
contract  with  Amtrak.  Under  the  terms  of 
the  agreement,  ISSC  is  providing  Amtrak 
with  data  center  operations,  disaster 
recovery  services,  voice  and  data  network 
services,  help  desk,  PC  and  LAN  support, 
business  reengineering  consulting  and 
equipment  moves,  adds  and  changes. 
Network  services  will  be  provided  by 
Advantis,  the  networking  technology  part  of 
ISSC. 

• In  January  1994,  ISSC  entered  into  a $300 
million,  10-year  systems  integration  alliance 
with  Unisource  Worldwide,  Inc.  to 
implement  a company-wide  software/ 
hardware  system  for  Unisource’s  core 
wholesale  distribution  business.  In 
addition,  ISSC  will  develop  applications,  as 
well  as  manage  and  consolidate  operations 
of  Unisource’s  16  data  center  sites. 
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• In  January  1994,  ISSC  was  awarded  a five- 
year  contract  with  Merisel,  Inc.  to  provide 
data  center  management  for  Merisel’s  U.S. 
and  Canadian  data  centers. 

• In  April  1993,  ISSC  was  awarded  a 10-year, 
$650  million  contract  with  Equifax  Inc.  to 
provide  data  center  management;  network 
and  LAN  management,  operation, 
maintenance  and  support  through  Advantis; 
business  recovery  services  and  improved 
technology. 

• In  March  1993,  ISSC  won  a five-year,  $80 
million  outsourcing  contract  with  Hertz  Co. 
whereby  ISSC  will  take  over  IBM-based 
operations,  business  recovery  services  and  a 
majority  of  application  development  for 
Hertz. 

• In  March  1993,  ISSC  was  awarded  a five- 
year,  multimillion  dollar  outsourcing 
contract  with  Northwest  Natural  Gas 
Company.  Services  are  being  provided  from 
IBM’s  Boulder  (CO)  facility. 

• In  February  1993,  ISSC  was  awarded  a 10- 
year,  multimillion  dollar  contract  with 
Armco  Steel  Company  to  provide 
outsourcing  and  application  development 
services  out  of  Armco’s  Middletown  (OH) 
data  center. 

• In  January  1993,  ISSC  signed  a 10-year,  $70 
million  data  center  management  and 
technology  development  contract  with 
Kaiser  Permanente,  the  largest  health 
maintenance  organization.  ISSC  is 
supporting  Kaiser’s  expansion  regions  in 
Georgia,  North  Carolina,  Texas  and  the 
Hartford  (CT)  and  Kansas  City  (MO)  areas. 
In  addition,  IS  operations  for  these  regions 
will  be  consolidated  and  run  out  of  ISSC’s 
Lexington  (KY)  data  center. 


Marketing  and  Sales 

In  marketing  its  services,  ISSC  uses  an 
industry-specific  marketing  approach.  ISSC’s 
marketing  representatives  are  usually 
situated  at  locations  close  to  their  customers, 
but  are  aligned  by  industry,  so  that  the  ISSC 
industry  teams,  the  client  executive  teams 
and  Advantis  are  all  aligned  by  industry. 

Alliances 

Some  of  the  significant  alliances  formed  by 
ISSC  include: 

• In  June  1994,  ISSC  and  Blue  Cross  and 
Blue  Shield  of  New  Jersey  signed  a joint 
agreement  to  develop  and  market  a 
computer-based  healthcare  system  designed 
to  enable  sharing  of  information 
electronically. 

• In  February  1994,  ISSC  formed  a technology 
partnership  with  The  Los  Angeles  Times, 
whereby  ISSC  will  work  with  CText,  Inc.  of 
Ann  Arbor,  (MI)  to  design  and  implement  a 
new  classified  advertising  system  for  the 
newspaper. 

Competition 

ISSC’s  competitors  in  the  systems  operations 
area  include  Electronic  Data  Systems  (EDS), 
Computer  Sciences  Corporation  (CSC),  SHL 
Systemhouse,  CAP  GEMINI  and  Perot 
Systems. 

INPUT  Assessment 

A significant  portion  of  IBM’s  services  growth 
is  generated  by  ISSC,  which,  remarkably  has 
experienced  tremendous  growth  in  recent 
years.  ISSC  was  able  to  garner  some 
significant  new  orders  in  1994,  bringing  the 
value  of  its  U.S.  business  signings  to  more 
than  $1  billion.  Significant  contracts  include 
AlliedSignal  Aerospace,  Bank  South,  Henry 
Ford  Hospital,  North  Dakota’s  Department  of 
Human  Services,  Northern  Telecom  and  GTE 
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Mobile  and  United  Airlines,.  These  contracts 
are  symbolic  of  an  organization  that  appears 
to  be  gaining  momentum  and  market  position. 

ISSC’s  major  strengths  include: 

• Access  to  technology  leadership 

• High  customer  satisfaction  rate 

• Strong  set  of  skills  and  experience 
Challenges  for  the  coming  year  include: 

• Sustaining  the  high  growth  the  company 
has  experienced  over  the  last  few  years 

• Continue  to  acquire  and  develop  skilled  staff 


/ 


Parent  Company 

International  Business  Machines  Corporation 

Old  Orchard  Road 

Armonk.  N.Y.  10504 

Phone:  (914)  765-1900 

Revenue:  $64,100,000,000  (12/94) 
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iCat  Corporation 


President  & CEO:  Craig  Danuloff 

Vice  Chairman:  C.  Rowland  Hanson 

1420  Fifth  Ave.,  Suite  1800 
Seattle,  WA  98101-2333 
Phone:  (206)  623-0977 

Fax:  (206)  623-0477 

Internet:  http://www.icat.com 


Status:  Private 

Employees:  70+  (9/96) 

Revenue:  $1,000,000* 

Fiscal  Year  End:  9/30/96 

* INPUT  estimate 


Company  Description 

iCat  Corporation,  founded  in  1993,  develops 
and  produces  electronic  commerce  solutions 
that  allow  companies  to  create  Internet  and 
CD  ROM  catalogs. 

The  iCat  Electronic  Commerce  Suite  enables 
merchants  to  create  interactive  catalogs, 
deliver  them  on  the  Internet  and  CD  ROM, 
and  accept  secure  electronic  transactions  from 
shoppers. 

c 


Organization  and  Structure 

iCat  is  headquartered  in  Seattle  (WA). 

Key  executives  are  listed  in  the  exhibit  below 


iCat  Corporation 
Key  Executives 


Name 

Title 

Craig  Danuloff 

President  and  CEO 

C.  Rowland  Hanson 

Vice  Chairman 

Jamie  Miller 

CFO  and  VP 
Operations 

David  C.  Jones 

VP  Marketing 

Bo  Wandell 

VP  Sales 

Brian  Welter 

VP  Engineering 
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Company  Strategy 

iCat’s  aim  is  to  lower  the  cost  associated  with 
getting  started  in  electronic  commerce,  and 
also  to  reduce  the  time  and  expense  required. 

Financials 

INPUT  estimates  that  iCat  Corporation 
generated  $1  million  in  1996. 

Market  Financials 

iCat’s  products  are  aimed  at  all  companies 
that  want  to  develop  an  electronic  commerce 
presence  on  the  Internet  or  distribute  an 
electronic  catalog  via  CD  ROM. 

Geographic  Markets 

Approximately  95%  of  iCat’s  1995  revenue 
came  from  the  U.S.  market,  and  the 
remaining  5%  came  from  international 
markets,  specifically  Japan. 

Employees 

iCat  currently  has  over  70  employees. 

Key  Products  and  Services 

The  iCat  Electronic  Commerce  Suite 

The  iCat  Electronic  Commerce  Suite  features 
a trio  of  products  that  make  it  possible  to 
showcase  products  and  sell  them  via  the 
Internet  or  CD  ROM. 

These  three  components  work  together  or 
separately  and  offer  numerous  features, 
including  a database  that  can  accommodate 
millions  of  products,  a customizable 
assortment  of  catalog  templates,  and 
transaction  processing  capabilities  that 
include  secure  credit  card  processing  and 
custom  product  searches. 

The  iCat  Electronic  Commerce  Suite  provides 
secure  transaction  capabilities  to  any  Internet 
server  via  iCat  agreements  with  Checkfree, 
Open  Market,  and  First  Virtual,  or  through 


standard  security  software  such  as  SSL  and 
HTTPS. 

The  iCat  Electronic  Commerce  Suite  is 
available  for  Windows  95,  Macintosh, 
Windows  NT,  Sun,  Digital,  and  multiple 
UNIX  Silicon  Graphics  platforms. 

The  three  components  provided  in  the  Suite 
are  as  follows: 

• i-Cat  Commerce  Publisher  is  a software 
program  for  creating  and  delivering 
interactive  catalogs.  It  allows  users  to 
collect  and  organize  content,  design  screen 
layouts,  and  publish  catalogs  on  the  Web  or 
a CD  ROM.  iCat  Commerce  Publisher  can 
accommodate  unlimited  product 
information,  catalogs  can  be  updated  quickly 
using  the  product’s  relational  database,  and 
users  can  develop  custom  templates  or  use 
one  of  over  250  predefined  templates  to 
create  catalogs. 

• iCat  Commerce  Exchange  adds  transsaction 
processing  capabilities  to  any  Internet 
server.  It  can  be  used  to  accept,  process, 
and  track  electronic  orders  and  shopper 
registrations  from  Internet  or  CD  ROM 
catalogs.  Shoppers  can  register  on-line,  add 
products  to  a personal  shopping  list,  search 
for  specific  products,  and  place  orders  with 
shipping  and  secure  payment  information. 

• iCat  Commerce  Player  allows  catalogs  to  be 
distributed  on  Macintosh  and  Windows  CD 
ROM.  It  includes  search  features  and 
electronic  ordering  capabilities. 

The  iCat  Electronic  Commerce  Suite  is 
available  at  an  introductory  price  of  $1,495. 
iCat  Commerce  Publisher  is  also  available, 
separately,  for  $749.  A license  allowing  two 
users  to  work  on  a catalog  simultaneously  and 
three  transactions  to  be  processed  at  a time  is 
priced  at  $9,795. 
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Clients 

A sample  of  clients  that  have  used  iCat’s 
electronic  software  includes  Dean  and 
DeLuca,  Office  Depot,  the  World  Wrestling 
Federation,  Edutainment,  GolfWeb,  Blossom 
Flowers,  Petals,  and  the  Catalog  Site. 

Marketing  and  Sales 

iCat  has  an  integrated  marketing  program 
that  includes  print  advertising,  on-line 
advertising,  direct  mail,  trade  shows,  public 
relations,  Web-based  direct  marketing,  iCat 
seminars,  and  training  programs. 

Alliances 

iCat  has  developed  joint  marketing  and 
technology  development  agreements  with 
strategic  partners  to  add  value  to  its  software. 

iCat  has  technology  alliances  with  Checkfree, 
NETCOM,  Open  Market,  and  First  Virtual. 

iCat  has  also  developed  a number  of 
partnership  programs,  including  the 
following: 

• The  iCat  Commerce  Partners  (iCPs)  program 
is  a nationwide  network  of  companies  who 
use  the  iCat  Electronic  Commerce  Suite  to 
develop  and  deliver  interactive  catalogs. 

They  include  interactive  developers, 
traditional  printers,  prepress  houses,  and 
multimedia  developers,  all  of  whom  receive 
software  and  production  training  as  well  as 
sales  support  from  iCat.  ICPs  include 
CompuDoc,  Com  Vista,  Computer  Network 
Specialists,  and  Characters. 

• iCat  Internet  Service  Providers  (i2SPs)  are 
Internet  Service  Providers  that  are  offering 
hosting  services  for  iCat  Commerce  Partners 
and  iCat  direct  customers.  Program 
participants  include  NETCOM,  IMV 
Internet,  Data  Pub,  and  e. media. 


Assessment 

iCat  feels  that  its  strengths  include  the 

following: 

• An  early  position  in  the  rapidly  growing 
electronic  commerce  market 

• The  low-priced  solution  provided  by  the  iCat 
Electronic  Commerce  Suite 

• A complete  and  integrated  solution, 
including  everything  from  the  relational 
database  to  the  secure  transaction 
processing 

• Rapid  development  for  users  to  quickly 
create  an  interactive  catalog 
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ILLUMINET 


President  & CEO: 
4501  Intelco  Loop  SE 
P.O.  Box  2909 
Olympia,  WA  98507 
Phone: 

Fax: 


Roger  H.  Moore 


(360)  493-6000 
(360)  493-6253 


Status:  Private 

Parent:  USTN  Holdings,  Inc. 

Employees:  200 

Revenue,  9 mos.  ending  9/30/96:  $27,800,000  * 

Fiscal  Year  End:  12/31/96 

* Pro  forma 


Key  Points 

• In  February  1996,  the  ILLUMINET 
organization  was  formed  with  completion  of 
the  merger  of  US  Intelco  Networks  and 
Independent  Telecommunications  Network. 

• The  company  brought  the  former  US  Intelco 
subsidiary,  US  Intelco  Wireless 
Communications,  Inc.,  into  the  new 
ILLUMINET  structure.  ILLUMINET 
continues  to  offer  services  that  assist 
companies  entering  the  personal 
communications  services  (PCS)  market. 


• ILLUMINET  continues  to  enhance  its 
product  mix,  which  now  includes  a wide 
range  of  SS7  network  and  applications 
services.  New  capabilities  in  1996  include  a 
suite  of  seamless  roaming  management 
services  for  wireless  data  management  and 
fraud  control,  numerous  discount  equipment 
purchasing  arrangements  for  small  and 
mid-sized  companies,  and  new  billing-and- 
collection  agreements  for  local  and 
interexchange  carriers. 

Company  Description 

ILLUMINET  delivers  SS7  network,  database, 
and  billing  services  to  more  than  1,000  local, 
interexchange,  and  wireless  communications 
providers  throughout  North  America.  The 
company's  primary  focus  is  SS7  network- 
based  applications;  it  does  not  offer 
telecommunications  directly  to  consumers, 
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and  therefore  does  not  compete  against  its 
customers  for  consumer  business. 

Organization  and  Structure 

ILLUMINET  is  the  only  subsidiary  of  its 
parent  company,  USTN  Holdings,  Inc. 
ILLUMINET  maintains  offices  in  Olympia 
(WA)  and  Overland  Park  (KS),  and  staff  at 
STP  sites  in  Mattoon  (IL),  Rock  Hill  (SC), 
Olympia,  (WA),  and  Las  Vegas  (NV). 

Company  Strategy 

ILLUMINET  specializes  in  helping 
telecommunications  companies  deliver 
superior  service  to  their  customers.  The 
company  continually  expands  and  enhances 
its  services  to  give  customers  one-stop 
shopping  convenience  and  access  to  the  latest 
technology.  Its  customer  service  approach  is 
based  on  technical  expertise  and  the  ability  to 
work  one  on  one  with  customers  to  ensure 
that  product  packages  meet  their  specific 
objectives. 

Financials 

Revenue  for  the  consolidated  company  for  the 
nine  months  ending  September  30,  1996,  was 
approximately  $27.8  million. 

Market  Financials 

Virtually  all  of  ILLUMINET's  revenue  is 
currently  derived  from  the  telecom- 
munications industry.  The  company  targets 
products  and  services  to  local  exchange 
carriers,  competitive  exchange  carriers, 
interexchange  carriers,  and  wireless 
providers. 

Geographic  Markets 

One  hundred  percent  of  ILLUMINET's 
current  revenue  is  derived  from  the  U.S. 

Employees 

As  of  December  15,  1996,  ILLUMINET  had 
approximately  200  employees. 


Key  Products  and  Services 

ILLUMINET’s  key  products  and  services 

include  the  following: 

• Connectivity  to  ILLUMINET's  SS7  network, 
which  is  the  largest  independently  owned 
SS7  network  in  the  U.S.  and  is  endorsed  by 
CTIA  for  nationwide  seamless  roaming. 
Wireline  and  wireless  providers  may 
connect  to  ILLUMINET's  SS7  network  via 
A-links,  B-link  quads,  X.25,  and  DMX. 

• ILLUMINET's  SS7  network  supports  ISUP 
Trunk  Signaling,  TCAP  CLASS  Messaging, 
IS-41  Transport  for  seamless  roaming,  and 
access  to  all  Line  Information  Databases 
(LIDBs)  and  wireless  databases. 

• Seamless  roaming  applications  that  help 
wireless  providers  minimize  fraud  and 
simplify  roaming  data  management 

• Database  services  for  industry-leading  fraud 
control  and  data  management,  including  the 
company’s  Line  Information  Database, 
Calling  Name  Database,  Calling  Card 
Services,  and  800  Database  service 

• Toll  Clearinghouse  programs  through  which 
local  and  interexchange  carriers  can 
consolidate  long-distance  charges  on  local 
bills 

• Patented  SS7  usage  measurement/billing 
applications  for  SS7  network  providers 

• Procurement  services  for  small  and  mid- 
sized companies,  enabling  them  to  purchase 
necessary  network  equipment,  accessories, 
and  enhanced  service  platforms  at  volume 
discounts 

Clients 

The  company  has  clients  in  47  states. 

Customers  include  local  exchange  carriers, 
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regional  and  interexchange  carriers,  and 
wireless  communications  companies. 

Alliances 

ILLUMINET  and  Hewlett-Packard  jointly 
market  ILLUMINET’ s SS7  usage 
measurement  applications  and  HP's  acceSST 
network  surveillance  platform. 

ILLUMINET  works  with  Authentix,  Inc.  in 
provisioning  wireless  prevalidation  services, 
and  Toll-Free  Cellular  for  free  800-number 
wireless  calling. 

For  its  procurement  services,  the  company 
maintains  equipment  and  service  purchasing 
arrangements  with  leading  vendors  such  as 
Lucent  Technologies,  Nortel,  Motorola,  Direct 
Power  Plus,  Columbia  Spectrum 
Management,  Centigram,  Comsearch,  and 
Comverse. 

Marketing  and  Sales 

The  company  pursues  sales  through  direct 
marketing  via  regionally  based  account 


managers.  The  company  has  sales  and 
marketing  representatives  across  the  U.S. 

Assessment 

As  a result  of  its  merger,  ILLUMINET  can 
bundle  a much  more  significant  range  of  SS7 
services  for  one-stop  shopping  convenience. 
The  company  anticipates  shorter  development 
cycles  for  new  features  and  applications,  and 
even  more  focus  on  working  one  on  one  with 
customers. 

ILLUMINET  feels  that  it  offers  a critical 
strategic  advantage  in  that  it  does  not 
compete  with  its  customers  for  consumer 
market  share. 

The  company's  main  challenge  in  the  coming 
year  is  to  take  full  advantage  of 
telecommunications  reform  to  develop  new 
technologies,  extend  core  products  into 
growing  markets,  and  support  its  customers 
in  pursuing  expanded  business  opportunities. 


ILLUMINET 
December  1996 
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IMI  Systems  Inc. 


President:  Robert  Forman 

290  Broad  Hollow  Road 
3rd  Floor 

Melville,  NY  11747 

Phone:  (516)425-7700 

Fax:  (516)  425-7738 

Internet:  http://www.imisys.com 


Status:  Subsidiary 

Parent:  Olsten  Corporation 

Employees:  2,200  (10/96) 

Revenue:  $100,000,000* 

Fiscal  Year  End:  12/31/95 

• Company  estimate 

Key  Points 

• IMI  Systems  Inc.  (IMI)  is  an  international 
software  development  and  information 
technology  consulting  company. 

• In  September  1996,  IMI  acquired  Harvey 
Consultants  Limited,  a U.K.-based 
consulting  and  staffing  firm. 

• During  1996  IMI  acquired  the  information 
technology  division  of  Systems  Partners,  an 
engineering  staffing  firm. 


• In  March  1996,  IMI  purchased  the  assets  of 
ARMS  Inc.,  a Haddonfield  (NJ)-based 
software  consulting  services  provider. 

• On  August  2,  1995,  IMI  became  a wholly 
owned  subsidiary  of  Olsten  Corporation,  a 
provider  of  staffing  and  home  health  care 
services. 

Company  Description 

IMI,  headquartered  in  New  York  (NY),  is  a 
wholly  owned  subsidiary  of  Melville  (NY)- 
based  Olsten  Corporation,  a $2.5  billion 
provider  of  staffing  and  home  health  care 
services.  IMI  is  a part  of  Olsten’s  Staffing 
Services  business. 

Founded  in  1979,  IMI  began  in  the  billing 
area  by  specializing  in  designing  and 
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developing,  then  eventually  in  deploying, 
computerized  billing  systems. 

Currently,  the  ISO  9002-certified  company 
provides  information  systems  management 
consulting,  insourcing/outsourcing  of  legacy 
mainframe  application  systems,  project 
implementation  services,  and  staff 
supplementation  to  Fortune  100  companies  in 
the  manufacturing,  banking,  brokerage, 
insurance,  computer,  and  telecommunications 
industries. 

On  August  2,  1995,  Olsten  Corporation 
purchased  IMI  in  a pooling-of-interests 
transaction  valued  at  $32.5  million. 

Organization  and  Structure 

IMI’s  organizational  structure  is  designed  to 
serve  its  large  corporate  customers  through  a 
branch  organization,  with  25  offices  across  the 
U.S.  and  in  the  U.K. 

IMI  has  a network  of  offices  located 
throughout  North  America  and  Canada  in 
Irvine  and  Walnut  Creek  (CA),  Denver  (CO), 
Wilmington  (DE),  Tampa  (FL),  Norcross  (GA), 
Lombard  (IL),  Boston  (MA),  Parsippany  and 
Haddonfield  (NJ),  Hopewell  Junction  (NY), 
Raleigh  (NC).  Philadelphia  (PA),  Austin  and 
Dallas  (TX),  Richmond,  Virginia  Beach,  and 
Vienna  (VA),  and  Markham,  Ontario 
(Canada). 

The  company  also  provides  services 
internationally  through  its  subsidiary, 
Integrated  Computer  Technology  (ICT).  ICT 
is  headquartered  in  Hertfordshire  (U.K.)  and 
has  offices  in  Ireland,  Belgium,  and  the 
Netherlands. 

IMI  is  organized  into  the  following  eight 
practices: 


• Helpdesk 

• Testing 

• Year  2000 

• Data  Warehousing 

• SAP  Implementation 

• Managed  Accounts 

• Imaging  Workflow 

• Telecommunication  Billing  Systems 

The  company  is  further  divided  by  five 

geographic  regions: 

• Northeast 

• South 

• Mid-America 

• West 

• U.K. 

Each  region  is  headed  by  a regional  Vice 

President. 

Company  Strategy 

IMI’s  strategy  for  the  1990s  has  five 

components: 

• Provide  world-class  quality  of  services  at  a 
very  competitive  price 

• Provide  transitional  outsourcing  of 
applications  through  the  use  of  CASE  tools 
and  maintenance  methodologies  in  order  to 
allow  clients  to  focus  on  development  of  new 
systems  and  reduce  maintenance  costs 

• Migrate  applications  from  the  old 
mainframe  environment  to  the  new  open 
systems  and  client/server  environments 

• Design  and  develop  new  applications  in  both 
mainframe  and  open  systems  environments 
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• Design  and  develop  global  systems  to 
accommodate  multinational  and 
multicurrency  issues 

During  1996  and  over  the  next  few  years,  IMI 
plans  to  expand  its  North  American 
operations,  adding  offices  so  as  to  have  one  in 
every  major  U.S.  city. 

Financials 

IMI  estimates  its  calendar  1995  revenue  was 
$100  million. 

Prior  to  being  acquired  by  Olsten,  IMI 
operated  on  a fiscal  year  end  date  of  January 
31.  IMI  reported  revenue  of  $47  million  for 
the  fiscal  year  ending  January  31,  1995,  prior 
to  the  acquisitions  of  Harvey  Consultants, 
ARMS,  and  Systems  Partners. 

It  is  estimated  that  IMI’s  calendar  1996 
revenue  will  approach  $200  million  due  to 
business  growth  and  recent  acquisitions. 

Revenue  Analysis  by  Product  / Service 
IMI’s  services  revenue  is  currently  derived 
approximately  as  follows: 


Staff  supplementation 45% 

Project  management 35% 

Insourcing/Outsourcing 15% 

Management  consulting 5% 


100% 

Market  Financials 

IMI  serves  a large  number  of  Fortune  100 
companies,  as  well  as  banks  and  utilities. 
Historically,  more  than  50%  of  IMI’s 
assignments  have  been  in  the 
telecommunications  industry. 

In  fiscal  1996,  the  company’s  year-to-date 
revenue  has  been  derived  from  the  follow  ing 
industries  approximately  as  follows: 


Telecommunications 53% 

Manufacturing  and  distribution.. ..27% 

Banking/finance  and  insurance 20% 

100% 

Geographic  Markets 

Historically,  the  majority  of  IMI’s  revenue  has 
been  derived  from  the  U.S.,  with  the  greatest 
portion  coming  from  the  Northeast  region. 

Acquisitions 

In  September  1996,  IMI  acquired  Harvey 
Consultants  Limited,  a U.K. -based  consulting 
and  staffing  firm  with  annual  revenue  of  $22 
million.  The  terms  of  the  acquisition  were  not 
disclosed. 

During  1996,  IMI  acquired  the  Orinda  (CA)- 
based  information  technology  division  of 
Systems  Partners,  Inc.,  for  approximately  $13 
million  in  cash. 

• Systems  Partners  is  a Minneapolis  (MN)- 
based  engineering  staffing  firm. 

• The  IT  division  of  Systems  Partners 
provides  client/server  specialists. 

In  May  1996,  IMI  purchased  the  assets  of 
ARMS  Inc.  of  Haddonfield  (NJ),  a provider  of 
software  programming  and  computerization 
consulting  services,  for  $14.5  million. 

• ARMS’  systems  integration  division  was  not 
included  in  the  purchase. 

• ARMS  had  an  estimated  $38  million  in 
revenue  for  1995. 

Employees 

As  of  October  1,  1996,  IMI  had  approximately 
2,200  employees,  compared  to  approximately 
800  employees  in  1995. 
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Key  Products  and  Services 

IMI  provides  a range  of  IT  consulting,  project 
management,  and  management  consulting 
services,  working  with  clients  in  the  design, 
development,  and  maintenance  of  their 
information  systems.  These  services  are 
provided  on  both  a project  and  staff 
supplementation  basis. 

Project  Management 

IMI’s  project  management  services  include  a 
three-phase  process: 

• The  creation  of  the  project — Including  the 
use  of  the  LBMS  Process  Engineer  as  IMI’s 
primary  planning  and  support  tool 

- The  LBMS  Process  Engineer  model 
creates,  stores,  and  maintains  project 
information  in  templates  that  set  the  basic 
requirements,  procedures,  and  schedules 
for  a given  project  type. 

- The  LBMS  Process  Engineer  includes 
built-in  metrics  to  estimate  project  cost 
and  duration  and  project-level  risk. 

- The  Hyperguide  provides  on-line 
documentation  for  each  template  as  well 
as  keeping  track  of  techniques,  tools, 
metrics,  roles,  and  deliverables  associated 
with  a project. 

- Through  IMI’s  network  implementation  of 
Process  Engineer,  Hyperguide  is  available 
through  dial-up  to  any  IMI  project 
manager. 

- The  Process  Manager  is  a tool  used  by  IMI 
to  create  or  modify  templates  based  on 
feedback  from  project  managers. 

• Project  scheduling  and  control — The 
downloaded  project  is  scheduled  through  the 
use  of  any  standard  scheduler  product,  such 
as  Microsoft  Project,  TimeLine,  or  PMW. 


• Review  of  project  results  by  IMI  corporate 
project  support  team  members — Project 
results  are  sent  to  IMI  for  any  needed 
modification  of  the  base  templates  or 
metrics. 

IMI  provides  project  management  services  for 
various  project  types,  including: 

• Client/server 

• Network  and  groupware 

• Legacy  and  maintenance 

• EDI  and  Internet 

• Mobile  computing 

• SAP  implementation 

• On-line  application  processing 

• Decision  support 

• Data  warehousing 

Year  2000  Conversion 

IMI  offers  Year  2000  conversion  services, 
working  in  conjunction  with  the  client’s  MIS 
department  to  provide  an  economical 
assessment  of  options.  IMI  approaches  these 
projects  as  an  extension  of  the  company’s 
expertise  in  large-scale  data  conversion  and 
legacy  system  upgrading. 

IMI’s  Year  2000  assessment  methodology 
includes  three  phases: 

• Interview  and  survey  of  the  system  to 
identify  system  exposure 

- Determination  of  “first  hits,”  the  most 
imminent  effects 

- Isolation  of  critical  hits,  those  affecting 
revenue 

- Assessment  and  resolution  of  damage  to 
data 
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• Use  of  source-code  sampling,  where 
applicable,  to  initiate  a pilot  program 

• Evaluation  and  recommendation  of  possible 
approaches,  including: 

- Toolset  selection 

- Change  control  management 

- Data  repair  and/or  conversion 

- Version  upgrades  for  purchased  software 
and  languages 

- Program  conversion  to  Year-2000 
compliance 

- Testing 

Risk  Management 

IMI  offers  risk  management  services  using  its 
risk  assessment  methodology,  implementing 
major  systems  on  time,  on  budget,  and  to  user 
expectations. 

The  company  provides  risk  assessment 
studies  using  a team  of  experts  in  risk- 
analysis  methodology  based  on  the  functional 
decomposition  of  a project  and  its  life  cycle. 

IMI’s  risk  assessment  studies  are  comprised 
of  four  components: 

• Risk  identification 

- Development  of  appropriate  project 
components 

- Decomposition  of  items  within  components 

- Development  of  checklists  and  decision 
driver  analysis 

- Assumption  analysis 

• Risk  analysis 

- Project  plan  components 

- Staffing  plan 

- Cost  and  scheduling 


- Network  and  facilities 

- Decision  points 

- Quality  factors 

• Risk  prioritization 

- Risk  exposure 

- Risk  leveraging 

- Risk  reduction  possibilities 

• Comments  and  recommendations 

Each  study  includes  a report  that  addresses 
the  project  plan  phases.  Risks  are  aggregated 
into  appropriate  components,  such  as 
development,  implementation,  post- 
implementation, cost  scheduling,  and 
conversion. 

• The  report’s  risk-analysis  section  identifies 
and  addresses  factors  within  each 
component,  describing,  rating,  ranking,  and 
identifying  possible  solutions. 

• A cross-referencing  between  components 
identifies  the  factors  presenting  the  highest 
exposure  to  risk. 

• Greater  analysis  and  attention  are  given  to 
the  highest-rated  risks. 

Client / Seruei'  Testing 

IMI  offers  an  automated  testing  methodology, 
a controlled  testing  environment,  and  a 
regression  suite  to  address  the  requirements 
of  client/server  development. 

I Mi’s  client/server  testing  methodology 
includes  five  phases: 

• Analysis  of  project  specifications  to 
determine  quality  requirements  at  the  onset 
of  the  project 
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• Identification  of  the  total  life  cycle  of  the 
subject  system 

• Performance  of  triage 

• Documentation  of  the  testing  environment 
and  process 

• Automation  of  testing  tools 

- Analysis  of  project  specification 

- Creation  of  test  matrices 

- Creation  and  automation  of  testing  scripts 

The  company’s  testing  methodologies  use  the 
latest  GUI  testing  tools  and  IMI’s  testing 
software,  based  on  its  new  tool-independent 
technology  called  Universal  Flat  Data  Tables 
(UFDT). 

• Analysts  use  the  UFDT  model  to  extract  all 
of  the  business  rules  from  project 
specifications  and  enter  them  into  data 
tables. 

• This  data  is  then  used  by  Automated 
Testing  Facility  (ATF™)  or  other  automated 
test  tools  to  drive  the  test  suites. 

• As  problem  areas  are  uncovered  in  the 
software,  the  data  table  information  is  used 
to  identify  all  of  the  relevant  conditions. 

Clients 

Some  of  IMI’s  recent  engagements  include  the 
following: 

• For  a leading  U.S.  airline,  IMI  used  its 
Process  Engineer  to  support  the 
implementation  of  a multilevel  IEF  CASE- 
tool  system. 

• For  a major  telecommunications  carrier,  IMI 
managed  a client/server  development 
project. 


• For  a European  insurance  company,  IMI 
reengineered  the  company’s  core  legacy 
system. 

• For  IBM,  IMI  participated  in  the 
development  of  the  IBM  Visual  Warehouse. 

• For  a regional  telecommunications  firm,  IMI 
provided  risk  assessment  services  for  a large 
operations  support  system  designed  to 
control  the  entire  network. 

• For  a major  systems  integration  firm,  IMI 
provided  risk  assessment  services  for  the 
$22  million  implementation  of  a 
comprehensive  software  package  for  long- 
distance carrier  access  billing. 

• For  a major  telecommunications  company, 
IMI  is  currently  testing  a client/server 
system  comprising  more  than  300  different, 
PC  graphic  screens  connected  to  UNIX 
servers.  These  servers  call  on  mainframe 
legacy  systems  composed  of  more  than  one 
million  lines  of  COBOL  code  and  containing 
databases  representing  more  than  ten 
million  customers. 

A sampling  of  IMI’s  clients  include  Ameritech, 
AT&T,  Avon  Products,  Inc.,  Bank  of  Ireland, 
Bell  Atlantic,  Bellcore,  Bell  South,  Bell  of 
Pennsylvania,  British  Telco,  Century  Cellular, 
Chase  Manhattan  Bank,  Chemical  Bank,  GTE 
Mobilnet,  Lehman  Brothers  International 
(London),  MCI,  NationsBank,  Navistar 
International  Transportation  Corp.,  New 
Jersey  Bell,  New  York  State,  New  York 
Telephone,  Northern  Telecom,  NYNEX,  PLC, 
Southwestern  Bell,  Sprint,  State  of  Louisiana, 
US  West,  and  Wm.  Low  & Company. 

Marketing  and  Sales 

IMI  markets  its  services  through  its  direct 
sales  force. 
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Alliances 

IMI  has  affiliations  with  various  software 
vendors,  including: 

• SAP — National  Implementation  Partner 

• IBM — BESTeam  Business  Partner 

• Wang — Software  Business  Partner  for 
imaging  and  workflow 

• Powersoft— Powerchannel  Partner 

• Lotus  Notes — developer 

The  company  also  has  affiliations  with  testing 
vendors,  including  Softbridge,  Mercury,  and 
AutoTester,  Inc. 

Competition 

IMI  faces  its  greatest  competition  from 
Tracom  (a  division  of  Amdahl),  Computer 
Task  Group.  Keane,  and  CAP  GEMINI 
America. 


Parent  Company 

Olsten  Corporation 
175  Broad  Hollow  Road 
Melville,  NY  11747-8905 
(516)  844-7800 

Total  Revenue  (12/31/95):  $2,500,000,000 
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IMRSINC. 

777  Long  Ridge  Road 
Stamford,  CT  06902 
Phone:  (203)321-3500 
Fax:  (203)  322-3904 


President  & CEO: 
Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


James  A.  Perakis 
Public  Corporation 
NASDAQ 
335  (7/92) 
$45,996,000 
6/30/92 


Key  Points 


iui*V 


• IMRS  believes  that  large  corporations  are  increasingly  using 
networked  PCs  to  provide  timely,  easily  accessible  information 
corporate-wide  and  that  its  software  for  PC  network-based 
information  requirements  positions  the  company  for  continued 
leadership  in  this  growing  market. 

• By  combining  the  high  volume  and  control  characteristics  of 
enterprise-wide  applications  with  the  user  interface  flexibility  of  PCs, 
IMRS  products  help  major  corporations  collect  and  manage  an 
extensive  array  of  business  and  financial  information. 

• The  company's  strategy  is  to: 

- Increase  penetration  of  the  financial  reporting  market 

- Leverage  its  existing  market  leadership  position 

- Focus  on  leading  and  emerging  network  and  software 
technologies 

- Design  applications  for  specific  business  information  needs 

- Design  for  ease  of  implementation  and  ease  of  use 

- Maintain  direct  sales  and  support  relationships 

- Generate  follow-on  revenues 

• Since  1988,  IMRS  has  made  a commitment  to  develop  products  for 
the  Microsoft  Windows  graphical  environment. 

• In  fiscal  1993,  IMRS  announced  a version  of  its  business  reporting 
software,  Hyperion,  for  the  Windows  NT  operating  system.  At  the 
same  time,  IMRS  announced  an  agreement  with  Sybase  to  develop 
Hyperion/SQL  for  the  client/server  environment. 
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IMRS,  founded  in  1981,  is  the  leading  developer  of  enterprise-wide 
business  reporting  applications  software.  IMRS  software  solutions 
provide  fast,  multi-user  access  to  centrally  controlled  and  secure 
corporate  data  on  powerful  network  platforms. 

IMRS  is  focusing  on  leading  and  emerging  network  and  software 
technologies,  including  Microsoft  Windows,  high-performance  time- 
series  data  bases,  high  speed  data  access  capabilities,  client/server 
architectures,  and  SQL  data  bases. 

In  November  1991,  IMRS  completed  an  initial  public  offering  of  3.2 
million  shares  of  its  common  stock,  of  which  1.8  million  shares  were 
sold  by  IMRS  and  the  remaining  1.4  million  shares  by  selling 
shareholders.  Net  proceeds  to  the  company  of  $20.3  million  were  used 
to  repay  debt  and  for  general  corporate  purposes. 

During  fiscal  1992,  IMRS  established  direct  operations  in  France  and 
Germany,  where  the  company  had  previously  been  operating  through 
independent  distributors.  In  July  1992,  IMRS  also  acquired  its 
exclusive  distributor  in  the  U.K. 


Fiscal  1992  revenue  reached  nearly  $46  million,  a 34%  increase  over 
fiscal  1991  revenue  of  $34.3  million  Net  income  rose  59%,  from  over 
$2.6  million  in  fiscal  1991  to  $4.2  million  in  fiscal  1992.  A five-year 
financial  summary  follows: 


IMRS  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
(S  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/92 

6/91 

6/90 

6/89 

6/88 

Revenue 

• Percent  increase 

$45,996 

$34,324 

$24,087 

$12,079 

$7,888 

from  previous  year 

34% 

43% 

99% 

53% 

138% 

Income  before  taxes 
• Percent  increase 

$6,952 

$4,485 

$2,666 

$575 

$313 

from  previous  year 

55% 

68% 

364% 

84% 

116% 

Net  income 
• Percent  increase 

$4,202 

$2,651 

$1,664 

$394 

$178 

from  previous  year 

59% 

59% 

322% 

121% 

174% 

Earnings  per  share  (a) 
• Percent  increase 

$0.61 

$0.46 

$0.29 

$0.08 

$0.04 

from  previous  year 

33% 

59% 

263% 

100% 

100% 

(a)  Restated  to  reflect  a 2-for- 1 stock  split  on  September  5,  199 1. 


Company 
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Employees 


Fiscal  1992  revenue  increases  were  attributed  to  a 38%  increase  in 
software  license  revenues  and  a 29%  increase  in  license  renewals  and 
services  revenue. 

• Growth  in  software  license  revenues  was  due  to  increased  licenses  of 
existing  products  and,  to  a lesser  extent,  new  products. 

• The  growth  in  license  renewals  and  services  revenues  was  primarily  a 
result  of  growth  in  IMRS'  installed  customer  base.  During  each  of 
the  past  three  fiscal  years,  more  than  95%  of  Micro  Control 
licensees  have  renewed  their  licenses. 

Research  and  development  expenses  (net  of  capitalized  software 
development  costs)  were  $5.4  million  (12%  of  revenue)  in  fiscal  1992, 
compared  to  $5.0  million  (15%  of  revenue)  in  fiscal  1991,  and  $3.9 
million  (16%  of  revenue)  in  fiscal  1990. 

Revenue  for  the  six  months  ending  December  31,  1992,  reached  $25.2 
million,  a 30%  increase  over  $19.4  million  for  the  same  period  in  1991. 
Net  income  rose  43%,  from  $1.4  million  to  $2.0  million. 


IMRS  recently  announced  that  it  has  signed  a technology  acquisition 
agreement  with  Columbia  Software,  Inc.  for  its  Microsoft  Windows- 
based  form  building  and  form  management  software  and  expertise, 
which  will  allow  IMRS  to  further  its  commitment  to  the  Windows 
environment. 

In  July  1992,  IMRS  acquired  Serna  Financial  Management  Systems 
Group,  a unit  of  Serna  Group  Systems  Ltd.  Serna  began  exclusive 
distribution  of  IMRS'  products  in  the  U.K.  and  Ireland  in  August  1987, 
and  has  since  developed  a related  consulting  and  training  practice. 

In  October  1989,  IMRS  acquired  Corporate  Class  Software,  Inc.  (CCS) 
for  $4.2  million.  CCS  developed,  marketed  and  supported  FASTARR, 
a spreadsheet-based  financial  consolidation  and  reporting  system. 


As  of  July  1992,  IMRS  had  335  employees,  segmented  as  follows: 


Marketing  and  sales 

94 

Product  development 

59 

Support  and  technical  services 

152 

Management,  administration. 

and  finance 

30 

335 
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Key  Products  and  Approximately  58%  of  IMRS'  fiscal  1992  revenue  was  derived  from 
Services  applications  software  licenses  and  42%  from  license  renewals  and 

maintenance  and  support  services.  A three-year  summary  of  source  of 
revenue  follows: 


IMRS  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/92 

6/91 

6/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  licenses 

$26.6 

58% 

$19.3 

56% 

$16.3 

68% 

License  renewals 

and  maintenance 

19.4 

42% 

15.0 

44% 

78 

32% 

TOTAL 

$46.0 

100% 

$34.3 

100% 

$24.1 

100% 

Software  Products: 

IMRS  develops  enterprise-wide  business  reporting  applications 
software.  IMRS  software  solutions  provide  fast,  multi-user  access  to 
centrally  controlled  and  secure  corporate  data  on  powerful  network 
platforms. 

Current  IMRS  products  include  the  following: 

Micro  ControlR  is  the  market  leading  financial  consolidation  and 
reporting  system.  Based  on  a corporate  chart  of  accounts,  it  allows 
flexible  access  to  controlled,  consistent  financial  and  business 
information. 

• Micro  Control  is  compatible  with  all  major  local-area  networks  and 
links  to  Lotus  1-2-3  and  Microsoft  Excel  are  available. 

• The  first  headquarters  site  license  for  Micro  Control  is  $95,000,  and 
allows  an  unlimited  number  of  computers  at  the  site  to  run  the 
software.  Corporate  licensees  can  purchase  additional  headquarters 
licenses  for  $60,000.  Reporting  site  licenses  are  $3,500  per  site  or 
less,  depending  on  the  number  of  sites. 

FASTAR,  acquired  in  1989  with  Corporate  Class  Software,  is  a 
spreadsheet-based  financial  consolidation  and  reporting  system  that 
incorporates  Lotus  1-2-3.  FASTAR  is  based  on  the  concept  of  using 
financial  schedules  for  data  entry  and  reporting. 
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• The  first  headquarters  site  license  for  FASTAR  is  $50,000,  and 
allows  up  to  ten  computers  to  use  the  software.  Reporting  site 
licenses  are  $3,000  per  site,  depending  on  the  number  of  sites. 

HyperionR,  released  in  July  1991,  is  a software  application  that  provides 
comprehensive  corporate-wide  business  reporting  capabilities  within 
the  Microsoft  Windows  graphical  environment. 

• Hyperion  collects  data  from  multiple  general  ledger  and  planning 
systems  and  creates  an  enterprise-wide  financial  information  data 
base.  This  data  can  then  be  used  by  executives,  managers,  and 
analysts  for  budgeting,  forecasting,  planning,  and  analysis. 

• IMRS  has  provided  a migration  path  to  Hyperion  for  Micro  Control 
or  FASTAR  users  who  may  adopt  Windows. 

• A Hyperion  headquarters  site  license  is  $125,000,  with  reporting  site 
licenses  priced  at  $4,500  or  less,  depending  on  the  number  of  sites. 

IMRS  OnTrackR  is  a Microsoft  Windows-based  application  that 
accesses  and  organizes  business  information  from  any  corporate  source 
and  graphically  presents  it  to  corporate  executives,  managers,  and 
analysts. 

• Executive  Forum™,  released  in  October  1991,  was  developed  with 
Lotus  Development  Corporation  and  integrates  IMRS  OnTrack  with 
Lotus  Notes  (a  LAN-based  group  communications  software 
product). 

• OnRequest,  released  in  June  1992,  incorporates  Channel 
Computing's  Forest  and  TreesR  product  into  IMRS  OnTrack, 
providing  access  to  a number  of  SQL  data  bases. 

• Interactive/MC™,  released  in  June  1992,  allows  live,  direct  access 
to  Micro  Control  via  graphically-based  screens. 

• An  IMRS  OnTrack  license  for  system  administration  and  including 
10  end  users  is  $60,000.  An  Executive  Forum  headquarters  license  is 
priced  at  $25,000  and  includes  10  users  and  10  copies  of  Lotus  Notes. 
An  OnRequest  license  for  application  development,  including  10 
end  user  versions  of  Forest  and  Tees,  is  priced  at  $15,000.  An 
Interactive/MC  license  for  primary  IMRS  OnTrack  licensed 
machines  is  $25,000;  each  addition  license  is  $15,000. 

FinalFormR  is  an  automated  system  used  to  design,  implement,  and 
control  forms  for  detailed  and  consistent  data  collection.  The  product 
is  frequently  integrated  with  one  of  IMRS'  financial  reporting  software 
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products.  A headquarters  site  license  for  FinalForm  is  $40,000,  with 
remote  locations  priced  at  $1,000  per  site. 

Support  Services: 

IMRS  provides  design  consulting  and  implementation  support  for  its 
products  and  their  operation  on  LANs  and  offers  a range  of 
administrator  and  end-user  courses  at  its  training  facility  in  Stamford, 
at  regional  training  centers,  or  at  the  customer's  site.  Implementation, 
consulting,  and  training  services  are  not  included  in  the  software  license 
fees,  but  are  provided  on  a time  and  materials  basis. 

Following  product  implementation,  customers  receive  support  under  a 
standard  license  renewal  and  maintenance  fee  and  may  choose,  through 
payment  of  a retainer,  to  receive  ongoing  consulting  services  at  a 
discount  from  standard  rates. 

• Under  the  terms  of  IMRS'  standard  license  agreement,  customers 
pay  a license  renewal  and  maintenance  fee  90  days  after  delivery  of 
software  and  annually  thereafter.  The  fee  is  a fixed  percent  of  the 
then-current  list  prices  for  the  licensed  software  used  by  the 
customer. 

i 

• Product  support  includes  a user  hotline  and  electronic  bulletin 
board,  and  any  updates  and  enhancements  provided  for  new 
software. 

Industry  Markets 

IMRS  markets  its  products  worldwide  to  multi-divisional  or  multi- 
locational  organizations  with  extensive  operations  and  significant 
information  management  requirements. 

IMRS  has  licensed  its  software  to  over  1,000  corporate  headquarters 
customers  in  a range  of  industries,  including  computers  and  software, 
consumer  goods,  financial  services,  insurance,  food  and  beverage, 
telecommunications,  utilities,  and  energy. 

Clients 

Computer  and  software  clients  include  Amdahl,  Bull,  Compaq 
Computer,  Control  Data,  Hewlett-Packard,  Lotus  Development,  NCR, 
Novell,  3COM,  and  Wang. 

Financial  services  and  insurance  clients  include  Aetna,  Bank  of 
America,  Bank  of  New  York,  The  Equitable,  Metropolitan  Life, 
National  Westminster  Bank,  Skandia,  Teacher's  Insurance,  and 
USF&G. 
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Telecommunications  clients  include  AT&T,  Bell  Atlantic,  BellSouth, 
Centel,  GTE,  ITT,  ICL,  NYNEX,  and  United  Telecom. 

Consumer  goods  clients  include  American  Brands,  Black  & Decker, 
Bristol-Myers,  Clairol,  Colgate-Palmolive,  Eveready  Battery,  Goodyear, 
Gucci,  Sony  USA,  and  Tupperware. 

Food  and  beverage  clients  include  Burger  King,  Coca-Cola  USA, 
Dannon,  General  Mills,  Hiram  Walker,  Kraft  General  Foods, 
McDonald's,  Pepsi-Cola  International,  Reckitt  & Colman,  and  Sara 
Lee. 

Utilities  and  energy  clients  include  AMOCO,  BP  Oil,  Canadian 
Occidental,  Halliburton,  Mobil  Oil  of  Canada,  Northwest  Utilities, 
Pennzoil,  Santa  Fe  Energy,  Southern  California  Gas,  and  Tenneco. 


Approximately  82%  of  IMRS'  fiscal  1992  revenue  was  derived  from 
North  America  (80%  U.S.  and  2%  Canada)  and  18%  from 
international  sources.  A three-year  geographic  source  of  revenue 
summary  follows: 


IMRS  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

6/92 

6/91 

6/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$37.7 

82% 

$29.4 

86% 

$20.7 

86% 

International 

8.3 

18% 

4.9 

14% 

3.4 

14% 

TOTAL 

$46.0 

100% 

$34.3 

100% 

$24.1 

100% 

Geographic 

Markets 


IMRS  has  sales  offices  at  its  headquarters  in  Stamford  (CT)  and  in 
Atlanta,  Calgary,  Chicago,  Dallas,  Los  Angeles,  Ottawa,  Philadelphia, 
San  Francisco,  St.  Louis,  and  Toronto. 

Outside  of  North  America,  IMRS  markets  its  products  primarily 
through  a combination  of  subsidiaries  and  independent  distributors. 
Distributors  are  managed  through  an  IMRS  facility  in  Milan  (Italy). 
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• IMRS  has  license  and  distribution  agreements  with  independent 
distributors  in  Italy,  the  Netherlands,  Switzerland,  Sweden, 

Australia,  and,  most  recently,  South  Africa,  Spain,  Austria,  Japan, 
Hong  Kong,  and  Taiwan. 

• IMRS'  overseas  distributors  include  affiliates  of  Arthur  Andersen  & 
Co.  in  Switzerland,  Spain,  and  Japan,  and  of  KPMG  Peat  Marwick  in 
Australia,  Hong  Kong,  and  Taiwan. 
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l-NET,  Inc. 

President:  Ken  Bajaj 

6700  Rockledge  Drive 
Bethesda,  MD  20817 
Phone:  (301)214-0900 

Fax:  (301)214-0001 

Internet:  http://www.inet.com 


Status:  Wholly  Owned  Subsidiary 

Parent:  Wang  Laboratories,  Inc. 

Employees:  +3,000 

Revenue:  $327,000,000 

Fiscal  Year  End:  12/31/95 

• In  April  1996,  I-NET  announced  MINTSSM, 
a new  managed  Internet  service  that 
provides  a complete  one-stop  source  for 
Internet  and  World  Wide  Web  support  and 
services. 

Key  Points 

• I-NET  specializes  in  network  computing  and 
communications  services,  with  a specific 
focus  on  supporting  enterprise-wide 
networks  and  desktop  environments. 

Company  Description 

I-NET  provides  systems  integration  and 
systems  operations  services  to  federal 
government  and  commercial  clients  through 
50  offices  worldwide. 

• In  August  1996,  Wang  announced  it  had 
completed  the  acquisition  of  I-NET, 
significantly  expanding  Wang’s  network 
services  capabilities  worldwide. 

In  August  1996,  Wang  acquired  I-NET  for 
$100  million  in  cash  and  a $66.7  million  one- 
year,  interest-free  note.  Additionally,  Wang 
will  assume  approximately  $40  million  of 
existing  I-NET  debt. 

• I-NET  company  has  experienced  a 
compound  annual  growth  rate  of  50%  since 
its  founding. 

• The  acquisition  increase’s  Wang’s  ability  to 
provide  network  services  worldwide.  Its 
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combined  $1.5  billion  services  business  will 
be  focused  in  the  fastest  growing  segments 
of  the  industry — network  and  client/server 
services. 

• The  acquisition  also  brings  a solid  base  of 
business  to  Wang;  with  I-NET’s  federal 
business,  Wang  will  become  a $400  million 
federal  information  technology  services 
provider. 

• I-NET  will  operate  as  a wholly  owned 
subsidiary  of  Wang  and  Ken  Bajaj  will 
continue  to  lead  I-NET  as  president. 

Organization  and  Structure 

I-NET  is  headquartered  in  Bethesda  (MD) 
and  has  offices  in  30  states  and  overseas. 

U.S.  offices/project  sites  are  in  Alabama, 
California,  Colorado,  District  of  Columbia, 
Florida,  Georgia.  Hawaii,  Illinois,  Kentucky, 
Louisiana,  Maryland,  Massachusetts, 
Michigan,  Minnesota,  Mississippi,  Missouri, 
New  Mexico,  New  Jersey,  New  York,  North 
Carolina,  Ohio,  Oklahoma,  Oregon, 
Pennsylvania,  Tennessee,  Texas,  Utah, 
Virginia,  Washington,  Wisconsin,  and  Puerto 
Rico. 

International  locations  are  in  Bogota 
(Columbia),  London  (England),  Edinburgh 
(Scotland),  Vienna  (Austria),  Stutgartt 
(Germany),  Singapore,  Kuala  Lumpur,  and 
Caracas  (Venezuela). 

In  September  1996,  I-NET  announced  a 
reorganization  into  the  following  units: 

• Commercial 

• Federal 

• International 

• Enterprise  Services 


Through  I-NET’s  ten-year  history  of  providing 
solutions,  the  company  has  developed  seven 
main  Technology  Centers — specific  groups 
focused  on  a core  technology  with  specific 
tools,  techniques,  experience,  and  expertise. 
These  centers  include: 

• Enterprise  Consulting 

• Network  Integration/Desktop  Services 

• Network  Operations/Management 

• Network  Computing 

• Document  Management 

• Software  Applications 

• Object  Technologies 

I-NET  also  has  Vertical  Market  Business 
Centers,  headed  by  business  leaders  who 
understand  the  issues  related  to  technology 
for  their  market  and  work  with  industry  to 
determine  specific  customer  needs. 

Company  Strategy 

I-NET’s  mission  statement  is  “to  be  the 
premier  provider  of  networking  and 
client/server  systems  and  services  which  will 
deliver  a maximum  return  on  investment  and 
sustainable  strategic  advantage  for  its 
clients.” 

I-NET’s  approach  to  outsourcing  has  been 
based  on  the  following  principles: 

• Partnership — sharing  in  rewards  and  risks 

• Single  point  of  accountability 

• Service  oriented,  service  level  agreements 

• Understanding  the  importance  of  human 
resources 
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• Vendor  independence — “Best  of  Breed” 

• Ongoing  cost  reductions  and  savings 

• Technology  refreshment  and  infusion 

• Flexibility 

As  a network  integrator,  I -NET  has 
experience  in  designing,  implementing  and 
operating  end-to-end  computer  and 
telecommunications  services  and  applications 
for  its  clients. 

• The  company’s  solutions  include 
performance  and  cost  incentives  that 
provide  for  a sharing  of  rewards  and  risks 
with  its  business  clients/partners. 

• I-NET  has  experience  as  both  a prime 
contractor  and  subcontractor.  As  part  of  its 
“Best  of  Breed”  contracting  approach,  I-NET 
first  looks  at  the  needs  of  the  business 
partner/client  and  then  develops  a team  and 
a solution  that  best  fits  the  needs  of  the 
customer. 

All  I-NET  outsourcing  efforts  include: 

• Frequent,  sustained  interaction  with  clients 

• Proper  tools  and  industry  experts  to  perform 
rapid  analysis,  reduce  duplication  of  effort, 


improve  quality,  ensure  timely  delivery  of 
service  and  reduce  costs 

• Adaptive  standards,  procedures  and 
methodologies  to  ensure  continuous 
improvement  to  meet  future  business 
requirements 

• Sound  project  management,  emphasizing 
communications,  service  level  standards  and 
schedule,  quality  and  cost  control 

• Solutions  that  leverage  vendors,  provide 
economies  of  scale  and  take  advantage  of 
shared  services  then  appropriate. 

• Be  prepared  to  respond  quickly  and 
correctly 

As  a result  of  its  acquisition  by  Wang,  the 
company  will  increasing  focus  on  its 
international  business,  as  well  as  domestic 
commercial  and  government  clients. 

Financials 

I-NET’s  1995  revenue  reached  approximately 
$327  million,  up  39%  from  1994  revenue  of 
$235  million. 

A four-year  revenue  summary  follows: 


I-NET,  Inc. 

Three-Year  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

Revenue 

$327 

$235 

$148 

$96 

• Percent  change  from 
previous  year 

39% 

60% 

55% 

N/A 

I-NET,  Inc. 
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Revenue  Analysis  by  Product  / Service 

An  estimated  55%  of  I-NET’s  revenue  is 
derived  from  network  integration  services 
and  45%  from  network  and  data  center 
outsourcing  services. 

Market  Financials 

Currently,  approximately  50%  of  I-NET’s 
revenue  is  derived  from  the  federal 
government  and  50%  from  commercial 
clients  primarily  in  energy,  health  care, 
manufacturing,  finance,  and  media  and 
entertainment. 

Prior  to  1993,  virtually  100%  of  I-NET’s 
revenue  was  derived  from  government 
clients. 

Geographic  Markets 

The  majority  of  I-NET’s  1995  revenue  was 
derived  from  the  U.S.  The  company  also 
has  clients  in  Europe,  Asia,  and  South 
America. 

Employees 

I-NET  currently  has  more  than  3,000 
employees  worldwide. 

Key  Products  and  Services 

I-NET  offers  client/server  and  networking 
solutions  in  five  categories  of  service  as 
follows: 

• Networking  and  Infrastructure — LAN, 
WAN  and  Telecommunications 

• Desktop  Services  (Desktop  Management 
Systems) 

• Data  Center  and  Operations  Support 

• Software  Development  and  Consulting 
Services 

• Paperless  Office  and  Workflow 
Automation 


Networking  and  Infrastructure — LAN, 

WAN  and  Telecommunications 
I-NET  has  expertise  and  experience  in 
designing  and  implementing  local  and 
wide-area  networks  and 
telecommunications  services  in  the 
following  technology  areas: 

• Wireless  services  (radio,  HF/VHF/UHF, 
microwave,  satellite,  cellular,  PCS) 

• Voice  services  (PBX,  carrier,  CPE, 

Centrex  services) 

• WAN  data  services  (frame  relay,  private 
line,  ATM,  packet,  SONET) 

• LAN  data  services  (equipment,  software, 
cable/wiring) 

• Network  management  services  (fault, 
configuration,  accounting,  performance, 
security/FCAPS) 

• Security  services  (risk,  planning, 
penetration  analysis,  disaster  recovery, 
fraud) 

• Video  services  (teleconferencing,  TV 
studios) 

In  conjunction  with  the  above  listed  areas, 
I-NET  can  provide  its  customers  with 
planning,  engineering  and  network 
optimization,  acquisition,  implementation 
and  testing,  training,  operations  and 
maintenance  and  management. 

MINTS,  I-NET’s  managed  Internet  service, 
introduced  in  1996,  provides  optimized 
Internet  access,  remote  management  of 
Web  sites  and  servers,  Web  site  and  home 
page  authoring  and  hosting,  intranet 
development,  custom  reports  on  Web  usage, 
and  Internet  help  desk  and  end  user 
support  services. 
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Desktop  Services 

I-NET  provides  help  desk  and  desktop 
management  services  at  the  client  site  or  at 
a centralized  I-NET  site.  The  company  has 
global  support  capabilities  and  expertise 
with  service  level  agreements. 

Desktop  services  include  acquisition, 
installation,  asset  management,  help  desk, 
training,  system  management,  monitoring 
and  maintenance. 

Data  Center  and  Operations  Support 

Services  provided  by  I-NET  in  this  area 
include  operations  and  maintenance, 
problem  management,  user  support 
services  and  database  administration. 

I-NET  capabilities  include  data  center 
evaluation,  planning,  integrating  data 
centers  with  network  control  centers  and 
infusing  new  technologies  to  reduce  costs. 

Software  Development  and  Consulting 
Services 

I-NET  provides  full  life  cycle  systems  and 
software  engineering  and  management 
support  services  to  integrate  information 
technologies  within  user  environments. 

Services  provided  by  I-NET  include 
downsizing/rightsizing,  software 
development,  database 
design/implementation,  Year  2000 
solutions,  software  conversion/migration, 
client/server  computing,  business  process 
reengineering,  CASE/I-CASE,  information 
engineering,  consulting,  and  data 
warehousing. 

Paperless  Office  and  Workflow  Automation 
I-NET  uses  data  integration,  file 
formatting,  optical  imagery,  and 
application  software  development  in 
support  of  documentation  management. 


Capabilities  in  this  area  include  workflow 
analysis  and  modeling,  paper/fiche  high- 
speed scanning  and  optical  storage  and 
retrieval. 

I-NET  has  implemented  image  conversion 
systems  for  color  photographs,  remote 
sensing,  aerial  photographs  and  E-size 
drawings. 

Contracts 

In  April  1995,  I-NET,  The  Genix  Group, 
and  CAP  GEMINI  AMERICA  were 
awarded  a five-year,  $100  million 
transformational  and  outsourcing  contract 
with  Ralcorp  Holdings,  a St.  Louis-based 
food  manufacturer,  to  provide  strategic 
systems  planning,  system  transformation 
and  data  center  and  desktop  management 
services.  I-NET  is  responsible  for  Ralcorp’s 
LAN,  WAN,  and  desktop  support,  including 
user  training,  help  desk  operations  and 
technology  refresh  programs. 

In  early  1995,  I-NET,  Andersen  Consulting 
and  Power  Computing/Origin  IT  signed  a 
$500  million  contract  to  provide 
outsourcing  services  to  Halliburton  Energy 
Services  (Houston,  TX).  I-NET  is 
responsible  for  desktop  and  LAN  services 
under  the  contract. 

Other  Contracts 

I-NET  is  providing  network  operations  for 
British  Petroleum  Exploration  in  support  of 
voice,  video,  data  and  information  systems. 

For  Enron,  I-NET  has  provided  various 
network  modeling  design  and 
communications  analysis,  design  and 
operations  support  services. 

For  Bell  Atlantic,  I-NET  is  designing, 
developing  and  implementing  a records 
management  system  for  employment 
applications. 
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For  Naval  Sea  Systems,  Fleet  Logistics 
Center,  I-NET  moved  Oracle  and  e-mail 
applications  from  an  IBM  mainframe 
platform  to  LAN-based  UNIX  processors. 

In  September  1994,  I-NET  was  awarded  a 
$42  million  contract  to  provide  information 
and  communications  support  for  NASA’s 
Ames  Research  Center. 

In  late  1993,  I-NET,  Federal  Computer 
Corp.  (Bethesda,  MD)  and  International 
Data  Products  (Gaithersburg,  MD)  formed 
a limited  partnership — Justice  Technology 
Partners — to  provide  the  FBI  with  20,000 
networked  486SX  PCS  over  a three-year 
period,  along  with  eight  years  of  LAN 
maintenance. 

In  1993,  I-NET  was  awarded  two,  five-year 
contracts  valued  at  approximately  $35 
million  with  the  U.S.  Post  Office.  The 
contracts  allow  Post  Office  field  offices  to 
purchase  standard  equipment  and  are 
expected  to  lead  to  improved  network 
compatibility. 

• A $20  million  LAN  equipment  contract 
involves  multimedia  networking  hubs  and 
interface  boards.  The  LAN  products  are 
being  provided  by  SynOptics 
Communications. 

• A $15  million  WAN  contract  involves 
network  management  systems,  as  well  as 
bridging  and  routing  equipment.  The 
WAN  equipment  is  being  provided  by 
Wellfleet  Communications. 

Clients 

Government  clients  include  the  U.S. 

Senate,  Defense  Information  Systems 
Agency,  FAA,  FBI,  NASA,  the  U.S.  Air 
Force,  U.S.  Army,  U.S.  Navy,  U.S.  Postal 
Service,  the  EPA,  and  Kennedy  Space 
Center. 


Commercial  clients  include  Bell  Atlantic, 
British  Petroleum  Ltd.,  Consolidated 
Natural  Gas,  Enron  Oil,  Halliburton 
Energy  Services,  LSI  Logic  Corp.,  LTV 
Steel,  Ralcorp,  Shell  Oil,  and  Southern  New 
England  Telephone. 

Marketing  and  Sales 

I-NET  markets  its  services  through  a direct 
sales  force  and  through  alliances  with  a 
range  of  vendors. 

Alliances 

As  a total  solutions  provider,  I-NET 
remains  vendor  independent  in  order  to 
provide  unbiased  recommendations  for 
hardware/software  solutions  that  best  meet 
the  needs  of  its  clients. 

I-NET  has  worked  with  a wide  range  of 
vendors  in  order  to  meet  the  needs  of  its 
clients. 

• I-NET  has  a teaming  agreement  with 
Instant  Video  Technologies,  Inc.  for  the 
design  and  implementation  of  multimedia 
networks  for  the  cable  television  industry. 

• I-NET  has  worked  with  Kodak  in  the  area 
of  imaging. 

• I-NET  has  worked  with  AT&T,  MCI, 
Sprint  and  others  in  areas  related  to 
telecommunications. 

• I-NET  is  a member  of  Gensym’s  Solution 
Partner  program. 

• I-NET  has  a marketing  alhance  with  UB 
Networks  related  to  UB’s  networking 
products. 

• I-NET  has  a marketing  agreement  with 
Isicad  to  use,  sell  and  support  Isicad’s 
Command  network  management 
software. 
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Competitors 

Competitors  include  EDS,  Andersen 
Consulting,  Digital,  Advantis,  Computer 
Sciences  Corporation,  and  Price 
Waterhouse,  among  others. 

INPUT  Assessment 

I-NET’s  strengths  include  its  network 
services  expertise  and  skills,  which  have 
been  enhanced  through  the  many  complex 


projects  it  has  performed  for  the  federal 
government,  as  well  as  approach  to 
teaming  with  a range  of  vendors.  The 
company  also  will  gain  a significant 
presence  in  international  markets  as  a 
result  of  its  relationship  with  Wang,  which 
is  strong  internationally. 

Challenges  for  I-NET  include  successful 
integration  of  Wang’s  operations  and 
managing  the  company’s  rapid  growth. 
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INFO  AG 


Postfach  60  1 1 29 
Grasweg  62-66 
22211  Hamburg 
Germany 

Phone:  49-40-271360 

Fax:  49-40-27136307 

http://www.infoag.de 


Chairman: 

Status: 

Employees  (average  number  1995): 
Revenue  (FYE  31.12.95): 


Ernst  Muller 
Public 
194 

DM  76.2  million 
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Key  Points 

• German  market  backup  leader  in  IBM- 
compatible  mainframes  systems  with  focus 
on  backup  and  network  services 

• Aiming  for  new  ownership  as  its  major 
shareholder  France  Telecom  Transpac  S.A. 
will  sell  its  shares  at  the  end  of  1996 

• High  investments  into  networks  increased 
the  negative  financial  results 

• Germany-based  activities  with  a link  to  the 
international  X.25  network 

• INFO  AG  intends  to  expand  its  backup 
services  for  IBM  AS/400  Systems  small  and 
midrange  information  systems. 
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Company  Description 

INFO  AG's  history  goes  back  to  1981,  where 
it  was  founded  as  INFO  Gesellschaft  fur 
Informationssysteme  GmbH  in  Hamburg.  In 
1986,  it  was  transformed  into  INFO 
Aktiengesellschaft  and  went  public  in  1987. 
Since  the  middle  of  1992,  France  Telecom 
Transpac  S.A.,  Paris,  has  held  a 98% 
majority  stake  in  INFO  AG.  France  Telecom 
Transpac  S.A.  was  founded  in  1979  as  a 
subsidiary  of  France  Telecom. 

As  part  of  its  ATLAS  alliance  with  Deutsche 
Telekom  and  Sprint,  Transpac  S.A.  will  sell 
its  majority  stake  in  INFO  AG  by  the  end  of 
1996. 

When  the  telecommunications  sector  was 
partly  liberalized  in  Germany  1988,  the 
network  services  unit  of  INFO  AG  was  the 
first  private  company  to  establish  a 
nation-wide  private  X.25  network  with 
international  links. 

One  of  the  future  plans  of  INFO  AG  is  to 
build  up  direct  connections  to  its  client’s 
systems,  in  order  to  secure  and 
accelerate  the  data  backup  services. 

Today,  INFO  AG  has  an  extensive 
network  and  claims  to  be  among  leading 
private  providers  of  data  communication 
services  in  Germany.  Through  France 
Telecom  Transpac  S.A.  and  additional 
international  partners,  INFO  AG  is  able  to 
provide  international  links  to  more  than 
90  different  countries. 

Operations  and  Structure 

To  address  changed  market  conditions, 

INFO  AG  initiated  a comprehensive 
restructuring  of  its  operations  in  1991 
which  was  completed  in  1992.  As  a result, 


INFO  AG  streamlined  activities  from  the 
original  eight  business  units  to  the  current 
remaining  two  business  units:  Disaster 
Recovery  and  Network  Services. 
Production  of  both  services  is  combined  in 
one  area  under  the  supervision  of  a 
member  of  the  board  of  directors. 

Exhibit  1 shows  a list  of  INFO  AG's 
board  members. 


Exhibit  1 

INFO  AG:  Board  Members  1995 


Function 

Name 

Directors 

Ernst  Muller,  Chairman  (since  1/8-95) 
Patricia  Holman  (since  1/10-95) 
Klaus-Olaf  Zehle  (since  1/8-95) 

Executive 

Committee 

Gerard  Simonet,  (Directeur  Generale 
of  France  Telecom  Transpac  S.A.) 

Dr.  Gert  Kohler  (Director  of 
Technologieholding) 

Jean-Philippe  Roulet  (Paris  Directeur 
Juridique  de  Cogecom) 

Jean-Francois  Arrivet  (Paris  Directeur 
Executif  Delegue  de  France  Telecom) 

Dr.  Markus  Schotters  (Workers’ 
representative) 

Bruno  Wischmann  (Workers’ 
representative) 

Source:  INPUT 


Since  extensive  software  solutions  are  also 
required  in  the  remaining  areas,  INFO  AG 
was  able  to  shift  most  of  the  software 
engineering  personnel  into  backup  and 
network  services. 

In  1995  INFO  AG  increased  its  product  range 
with  two  new  network  services,  a LAN-LAN- 
Link  and  a Frame  Relay  Service.  Other 
important  improvements  were  the 
availability  of  an  ISDN-D  Channel  to  INFO 


Page  2 of  7 


©INPUT  1997.  Reproduction  prohibited. 


INFO  AG 
November  1996 


INPUT  Vendor  Profile 


AG’s  network  for  clients  and  the  INFO 
Internet  Service. 

Company  Strategy 

The  key  target  of  INFO  AG  is  to  achieve 
significant  market  share  in  Germany’s  fast 
growing  data  communications  market.  INFO 
AG  is  now  connected  into  the  European  X.25 
network  of  France  Telecom  Transpac. 
Operating  in  this  powerful  network  allows 
INFO  AG  to  combine  the  German  operations 
with  an  offering  of  international  links  to  15 
European  countries  and  60  more  countries 
worldwide. 

It  is  important  to  mention  that  the  future 
company  strategy  will  depend  on  the  new 
major  shareholder,  who  is  going  to  be 
announced  in  December  1996. 

Exhibit  2 shows  INFO  AG  investments 
in  1995. 


Exhibit  2 

INFO  AG 

Distribution  of  Investments  1995 


DM  million 

Data  centre  investments 

0.3 

(IBM  E S/9000,  IBM  AS  400) 

Network  Service 

9.4 

Other  Investments 

2.5 

Total 

12.2 

Source:  INFO  AG 


Info  AG's  strategy  to  invest  heavily  in 
networking  equipment  continued  in  1995. 
INFO  AG  is  the  first  private  network  supplier 
to  sign  a contract  with  German  Bundespost 
Telekom  for  distributing  the  recently 
developed  Modacom  modem.  The  Modacom 
modem  operates  via  radio  transmission  and  is 
expected  to  be  used  in  local  traffic  systems,  for 


example  INFO  AG  is  going  to  connect  the 
Modacom  network  to  the  INFO  X.25  network. 

As  part  of  its  marketing  strategy  INFO  AG 
promotes  synergy  for  customers  using  INFO 
AG  in  network  services  as  well  as  for  backup 
services.  INFO  AG  argues  that  if  a backup 
customer  also  becomes  a network  subscriber — 
or  vice  versa — switching  will  be  simpler  in  a 
breakdown  situation. 

INFO  AG  puts  special  emphasis  on  staffing. 

As  a company  offering  backup  services, 
employees  are  a key  success  factor  for  quick 
services  delivery.  A combination  of  training 
activities  and  organizational  adaptation  such 
as  task  delegation  ensures  that  employee 
skills  match  company  strategy. 

Financial  Results 

Exhibit  3 shows  the  turnover  of  INFO  AG  for 
the  last  four  years. 


Exhibit  3 

INFO  AG’s  Revenue  1992-1995 
(FYE  31.12)  (DM  millions) 


1992 

1993 

1994 

1995 

Turnover 

66.5 

73.8 

72.3 

76.2 

Annual  Growth  Rate 

0% 

1 1 .0% 

-2.1% 

5.4% 

Operating  Result 

-1.5 

-15.5 

16.7 

-24 

Number  of 
employees 

156 

165 

170 

194 

Revenue  per 

0.426 

0.447 

0.425 

0.39 

employee 

2 

Source:  INFO  AG 


Exhibit  4 provides  INFO  AG's  revenue  by 
industry  sectors. 
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Exhibit  4 

INFO  AG’s  Revenue  by 
Industry  Sector  1995,  ($  Million) 


Industry  Sectors 

Revenues 

Share 

Discrete  Manufacturing 

9 

18% 

Process  Manufacturing 

7 

13% 

Wholesale  Distribution 

1 

2% 

Banking  & Finance 

18 

35% 

Insurance 

9 

18% 

Business  Sen/ices 

7 

13% 

Total  Software  and  Services 

51 

100% 

Source:  INFO  AG 


Exhibit  5 provides  INFO  AG's  revenue  broken 
down  on  the  basis  of  INPUT’S  delivery  mode 
assessment. 


Exhibit  5 

INFO  AG’s  Revenue  by 
Delivery  Mode  1995,  ($  Million) 


Delivery  Mode 

Revenues 

Share 

Processing  Services 

20 

39% 

Professional  Services 

3 

6% 

Turnkey  Systems 

5 

10% 

Network  Services 

20 

39% 

System  Integration 

3 

6% 

Total  Software  and  Services 

51 

100% 

Source:  INPUT  Estimate 


The  revenue  estimates  in  Exhibit  5 relate  to 
INPUT'S  definition  of  network  services  which 
does  not  necessarily  match  INFO  AG’s 
definitions. 

Geographic  Markets 

INFO  AG  has  the  major  market  share  in 
Germany  in  terms  of  turnover  from  backup 
services.  Exhibit  6 shows  how  turnover  is 
distributed  by  geographic  markets. 


Exhibit  6 

INFO  AG 

1995  Revenue  by  Country  ($  Million) 


Country 

Revenue 
in  S million 

Share 

Germany 

46 

90% 

Rest  of  Europe 

5 

10% 

Total 

51 

100% 

Source:  INPUT  Estimate 


Key  Products  and  Services 

INFO  AG  offers  services  in  the  field  of 
information  and  communications  technology. 
In  information  technology,  INFO  AG 
specializes  in  operating  backup  data  centers 
that  provide  disaster  recovery  services.  In  this 
particular  area  INFO  AG  is  the  German 
market  leader  as  far  as  IBM  and  IBM- 
compatible  computers  are  concerned.  In  1992, 
the  INFO  AG  computer  Centre  was  relocated 
to  Hamburg  from  Diisseldorf.  The  new 
building  in  Hamburg  meets  international 
security  standards. 

In  1995,  INFO  AG  increased  its  network  sites 
to  112  of  which  100  are  fully  functional  and 
the  remaining  12  are  in  the  building  stage. 
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The  backbone-network  was  expanded  with  15- 
nodal-point  servers  in  11  cities  in  Germany. 

The  successful  adjustment  of  INFO  AG 
activities  to  the  growing  importance  of  mid- 
range data  processing  has  been  proved  in 
1995  with  the  total  14  contracts  for  IBM 
AS/400  system  backups. 

In  1995,  nearly  70  customers  used  the  INFO 
AG  backup  data  Centre. 

In  communications  technology,  INFO  AG 
provides  long-distance  data  transmission. 
Carrier  services  are  mostly  used  by  large 
companies  in  order  to  network  geographically 
discreet  subsidiaries.  In  1989,  INFO  AG  was 
the  first  private  German  company  to  offer  a 
WAN  based  on  the  international  X.25 
standard  (packet  switching).  Today, 
customers  have  access  to  an  extensive 
network  in  Germany  as  well  as  to 
international  networks  through  partners  co- 
operating with  INFO  AG. 

In  1995,  INFO  AG  invested  heavily  in 
business  unit  network  services.  INFO  AG 
increased  the  product  variety  in  the  network 
sector  and  new  network  sites.  The  aim  was 
also  to  extend  the  INFO  X.25  network  to  80 
access  points  and  to  use  a new  generation  of 
hardware.  The  combination  of  the  INFO  AG 
network  with  the  France  Telecom  Transpac 
network  is  important  for  attracting 
multinational  companies.  In  1995,  INFO  AG 
increased  its  direct  connections  to  customers 
to  3,800. 

One  major  investment  for  INFO  AG  is  the 
installation  of  a high-speed  operating 


2 Megabits/s  network.  This  is  being  created  as 
a backbone  network  with  eleven  locations  in 
Germany  and  will  be  connected  to  the  existing 
INFO  X.25  network.  Providing  international 
connections  through  Transpac  S.A.,  the  new 
network  is  the  basis  for  the  value-added  Atlas 
400  services.  INFO  AG  is  offering  this  service 
in  combination  with  the  backup  services 
network  which  was  formerly  a separate 
operation. 

Clients 

INFO  AG  has  recently  been  involved  in  a 
project  for  a health  insurance  company  which 
switched  from  a Datex-P-network  to  the  INFO 
X.25  network.  The  customer’s  data  processing 
operation  was  serving  approximately  175 
offices.  The  project  was  completed  in  the  first 
quarter  of  1993. 

In  July  1994  INFO  AG  started  a network 
outsourcing  project  for  the  French  Super 
Market  chain  Promodes.  The  objective  of  this 
project  was  to  build  up  Promodes'  network  for 
German  locations,  while  providing  a direct 
connection  to  the  headquarters  in  Paris.  Also 
an  on-line  system  was  installed  to  connect 
Promodes  with  its  services  providers  and 
wholesalers.  In  October  1995,  50  locations 
were  already  connected  to  this  network. 

Another  project  was  the  warm  backup  system 
for  the  information  services  provider  CCN 
Finanzsysteme  GmbH. 

Exhibit  7 provides  a list  of  INFO  AG's 
customers  as  of  1995. 
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Exhibit  7 

INFO  AG 

Customer  list  as  of  1995 


Aachener  und  Miinchener  Informatik-Service  AG 

Frankfurter  Sparkasse 

ADIG-Investment 

Hamburg-Munchener  Ersatzkasse 

Albingia  Versicherungs  AG 

HFB  Hettstedter  Fahrleitungsund  Bronzedraht  GmbH 

Alcon  Pharma  GmbH 

HELVETIA  Schweizerische  Versicherungsgesellschaft 

ASSDATA  Assekuranz  Datenbank 

Hoyer  GmbH 

Avis 

H.F.  & Ph.F.Reemtsma  GmbH&CoKG 

AVNET  E2000 

Landesbank  Rheinland  Pfalz  Girozentrale 

Barmer  Ersatzkasse 

Magdeburger  Versicherung  AG 

Basler  Versicherungen 

Manager  Software  Products  GmbH 

baudata 

Marquard  & Bahls  AG 

Bayerische  Landesbank  Girozentrale 

M.M.  Warburg  Bank 

Beamtenversicherungsverein  des  Deutschen  Bank  und 
Bankiergewerbes 

Provinzial  Versicherungsanstalt  der  Rheinprovinz 
Promodes 

Bankhaus  Trinkaus  & Burkhardt 

Raiffeisen-Rechenzentrum  EG 

Berliner  Handels  und  Frankfurter  Bank 

Rechenzentrum  Mainz 

Berlin-Kolnische  Informatik  und  Betriebsgesellschaft 

R.J.  Reynolds  Tobacco  GmbH 

Braas  GmbH 

Rheinische  Hypothekenbank  AG 

Bridgestone  Reifen  GmbH 

Rover 

Coca  Cola  GmbH 

Ruhrkohle  Handel  GmbH 

CCN  Finanzsysteme  GmbH 

Siemens-Nixdorf  Informationssysteme  AG 

Danzas 

Stiftung  Wissenschaft  und  Politik 

Delbruck  & Co  Privatbankiers 

Shell 

Deugerd  Deutsche  Gesellschaft  fur  Erdolinteressen  mbH 

Vereinte  Versicherungen  AG 

Deutsche  Bau  und  Bodenbank  AG 

Volksfursorge  Deutsche  Lebensversicherung  AG 

EMB  Erdgas  Mark  Brandenburg 

Walter  Wesemeyer  GmbH 

Elf 

Zuricher  Versicherung 

Europcar 

Source:  INFO  AG 
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INPUT  Assessment 

INFO  AG  experienced  major  structural 
changes  in  the  early  1990s.  First  the 
business  area  of  software  development  and 
hardware  distribution  which  counted  for  30% 
of  INFO  AG's  turnover  was  discontinued. 
Meanwhile,  INFO  AG  continued  investing 
heavily  in  network  services  as  in  the  years 
before.  At  this  point,  forming  a partnership 
with  Transpac  was  the  right  strategy.  INFO 
AG  got  access  to  an  international  player  with 
the  capability  to  support  an  investment 
strategy  without  insisting  on  short-term 
profits. 

In  1995  the  depression  of  the  German 
economy  affected  also  the  German  software 
market.  INFO  AG  had  to  face  this  problem 
together  with  the  internal  problem  about  the 
new  main  shareholder  and  its  unsecured 
future  position  in  the  ATLAS  joint  venture. 

In  spite  of  Info  AG’s  difficult  overall 
situation,  backup  services  have  been  a solid 
basis  for  INFO  AG's  operations.  INFO  AG 
achieved  a total  of  52  contracts  in  the 
mainframe  backup  sector.  As  data  security  is 
still  undervalued  in  many  companies,  INFO 
AG  will  benefit  from  companies  that  discover 
data  access  as  a strategic  advantage  and 
consequently  increase  spending  on  data 
security  systems. 


In  respect  to  this  change  in  thinking  INFO 
AG  has  succeeded  to  enlarge  its  services  and 
sees  also  a market  gap  in  the  mid-range  and 
small-range  systems  backup.  The  first  year 
brought  already  14  new  contracts  in  IBM 
AS/400  systems  backup. 

Operating  in  a European  perspective,  INFO 
AG  needs  to  select  partners  carefully  and  win 
customers  by  producing  professional  project 
and  time  management  plans. 

In  the  area  of  network  services,  INFO  AG  is 
operating  under  difficult  market  conditions. 
In  the  international  markets,  heavy 
competition  has  caused  prices  to  fall 
drastically  and  negatively  affect  profit 
margins.  The  profit  situation  is  additionally 
influenced  by  high  investments  that  are 
necessary  for  INFO  AG  to  continue  to  provide 
top  level  network  services  to  its  customers.  In 
the  coming  years  revenue  growth  may  not 
balance  out  necessary  investments,  so  INFO 
AG  is  likely  to  see  lower  profits  in  the  short 
term. 

One  major  factor  that  can  influence  INFO 
AG's  financial  performance  is  Deutsche 
Telekom’s  the  pricing  strategy.  If  Deutsche 
Telekom  adapts  line  charges  to  international 
level,  INFO  AG’s  costs  could  decline 
significantly  resulting  in  profits. 

Changes  in  INFO  AG’s  strategy  can  be 
expected  after  the  announcement  of  its  new 
ownership  structure  growth. 
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PROFILE 


THE  INFO  GROUP 

46  Park  Street 
Framingham,  MA  01701 
Phone:  (508)  872-8383 

Fax:  (508)872-8518 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 

*INPUT  estimate 


John  Dretler 
Private  Company 
50 

$6,000,000* 

12/31/92 


Key  Points 

• THE  INFO  GROUP,  formed  in  1984,  develops,  markets,  and 
supports  applications  software  for  the  management  of  voice  and  data 
communications  systems. 

• In  May  1993,  THE  INFO  GROUP,  an  IBM  business  partner, 
announced  the  signing  of  a joint  development  agreement  with  IBM 
to  market  and  continue  development  of  a bridge  between  IBM's 
Information  Management  System  (IMS)  and  CallPath  Services 
Architecture.  The  product  will  be  known  as  CP*Bridge  and  allows 
customers  to  run  IMS  applications  to  make  use  of  CallPath 
capabilities  in  connecting  them  to  their  telephone  systems. 

• THE  INFO  GROUP  specializes  in  the  extension,  enhancement,  and 
implementation  of  IBM's  CallPath  Services  Architecture. 
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Company 

Description 

THE  INFO  GROUP,  formed  in  1984,  develops,  markets,  and  supports 
applications  software  for  the  management  of  voice  and  data 
communications  systems.  The  company  currently  has  over  250  clients, 
including  major  corporations,  financial  institutions,  universities, 
hospitals,  and  government  agencies. 

Operations/ 

Structure 

In  addition  to  its  headquarters  in  Framingham,  (MA),  the  company  has 
offices  in  Atlanta  (GA),  Cos  Cob  (CT),  Chicago  (IL),  and  Houston 
(TX). 

The  INFO  GROUP  professional  services  team  operates  out  of  the 
headquarters  office. 

Strategy 

The  data  and  voice  integration  market  has  been  receiving  significant 
attention  from  the  telephone  companies,  THE  INFO  GROUP  could  be 
positioned  to  take  advantage  of  the  increase  in  customer  interest. 

To  develop  their  market  position,  THE  INFO  GROUP  has  added 
alliances  with  ATP  and  IBM. 

Financials 

INPUT  estimates  THE  INFO  GROUP'S  1992  revenue  reached  $6 
million,  a 20%  increase  over  1991  revenue  of  approximately  $5  million. 
The  company  has  operated  profitably  since  its  inception  in  1984. 

Alliances 

In  February  1990,  THE  INFO  GROUP  was  one  of  eight  vendors 
selected  as  a ROLM  Business  Partner.  ROLM  will  market  THE  INFO 
GROUP'S  telemanagement  software  products  to  its  customers. 

• In  December  1990,  ROLM  also  contracted  with  THE  INFO 
GROUP  to  use  one  of  its  software  products  internally  to  automate 
the  installation  of  new  9751  PBXs. 

Key  Products  and 
Services 

Approximately  90%  of  THE  INFO  GROUP'S  1992  revenue  was 
derived  from  its  applications  software  products  and  10%  from 
associated  support  services. 

THE  INFO  GROUP'S  ATMS  Network  Management  System  is  a 
modular  system  that  is  customized  to  the  specific  requirements  of  each 
customer.  ATMS  components  include  the  following: 
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Call  Accounting 

Inventory  Management 

Cable  Management 

Directory  Management 

General  Accounting/Bill  Reconciliation 

Shared  Tenant 

Remote  Polling 

Trunk/Switch  Monitoring 

Switch  Administration 

The  software  is  available  for  IBM  PCs  and  mainframes,  and  DEC  VAX 
and  MicroVAX  systems. 

ComCop  Plus  is  a telemanagement  system  designed  specifically  to 
communicate  with  ROLM  CBXs.  ComCop  Plus  operates  on  IBM  and 
compatible  PC/ATs,  PS/2s,  and  Novell  LANs. 

THE  INFO  GROUP  also  specializes  in  products  and  services  directed 
toward  customers  who  want  to  leverage  computer  telephone 
integration  and  whose  applications  operate  on  mainframe  computers. 

THE  INFO  GROUP  product  line  CallPath  Advanced  Call  Center 
modules  are: 

* 

CP  Bridge  is  a link  between  CallPath  running  under  CICS  and 
applications  running  under  IMS.  CP  Bridge  is  designed  to  offer  a 
seamless  path  between  these  environments. 

* . * 

Host  Link  Reporter  (H  LR)  is  an  Executive  Information  system  for 
CallPath  enabled  Call  Centers.  It  combines  business  information  with 
call  center  statistics. 

ATMS-Integrated  Telemanagement  is  an  integrated  telemanagement 
system  providing  call  accounting,  cost  allocation,  equipment  inventory, 
work  order  management,  and  directory  and  cable  management 
functions. 

Finally,  THE  INFO  GROUP  also  offers  a range  of  services  designed  to 
assist  companies  with  their  implementation  of  CallPath.  These  include: 

• CallPath  Installation  and  Administration 

• Application  Development 

• Project  Management 

• Administration  Training 
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Industry  Markets 


Geographic 

Markets 


THE  INFO  GROUP  derives  its  revenue  from  various  industries, 
including  banking  and  finance,  discrete  and  process  manufacturing, 
education,  and  medical,  as  well  as  state  and  federal  government. 

A representative  client  list  follows: 

Bank  of  Boston,  IBM,  New  York  Life  Insurance,  Price  Waterhouse,  the 
U.S.  Census  Bureau 


One  hundred  percent  of  THE  INFO  GROUP'S  1992  revenue  was 
derived  from  the  U.S. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


May  1994 

Information  America,  Inc. 


Chairman 

& Co-CEO:  Burton  B.  Goldstein,  Jr. 

President 

& Co-CEO:  Mary  A.  Madden 

One  Georgia  Center 
600  West  Peachtree  Street,  N.W. 
Atlanta,  GA  30308 

Phone:  (404)892-1800 

Fax:  (404)875-8192 


Status:  Public 

Employees:  210(2794) 

Revenue:  $25,215,000 

Fiscal  Year  End:  12/31/93 


Key  Points 

• Information  America,  Inc.  has  developed 
one  of  the  world's  largest  databases  that 
addresses  the  relationships  between 
coi'porations,  people  and  their  assets. 

• The  company  serves  legal  professionals, 
banks,  government  and  Fortune  500 
corporations  with  database  and  related 
document  services  in  order  to  obtain 
background  data  about  businesses, 


locate  assets  and  people,  governmental 
records  as  well  as  solve  complex 
litigation  problems. 

• The  acquisition  of  Hylind  infoQuest  and 
its  affiliates  in  early  1993  expanded 
Information  America's  services  to 
include  manual  search,  retrieval  and 
copying  of  public  records. 

• During  1993,  the  company  also 
expanded  its  independent  account 
representative  program  in  Detroit  and 
Denver,  as  well  as  its  New  England  and 
South  Florida  territories. 
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• While  the  legal  field  remains  a 
significant  portion  of  Information 
America's  business,  most  of  recent 
growth  is  outside  of  law.  On-line 
government  revenues  increased  by  49% 
during  the  past  year  and  nonlaw 
revenue  now  contributes  an  estimated 
25-30%  to  total  revenue,  up  from  23%  in 
1991. 

• During  1993,  Information  America 
devoted  significant  resources  to  a 
planned  acquisition  of  three  information 
and  software  units  from  Paramount 
Publishing.  Plans  for  the  acquisition 
were  terminated  in  October  1993 
because  the  company  did  not  feel  the 
acquisitions  would  enhance  Information 
America's  overall  growth  strategy.  As  a 
result,  Information  America  took  a $1.1 
million  charge  against  1993  results  for 
legal,  accounting  and  consulting  fees 
associated  with  the  negotiations  and 
due-diligence. 

Company  Description 

Information  America,  founded  in  1982, 
provides  on-fine  electronic  information 
services  in  support  of  commercial 
transactions  and  business  litigation. 

• The  company's  services  are  used 
primarily  by  attorneys,  other  legal 
professionals  and,  increasingly,  by 
banks,  government  agencies  and  private 
investigators  to  search  for  background 
data  about  business  entities,  determine 
the  existence  of  liens  on  properties, 
identify  assets  of  debtors,  obtain 
government  records  and  resolve  many 
other  transaction-related  issues. 


• As  a result  of  an  acquisition  made  in 
early  1993,  Information  America  also 
provides  manual  search,  retrieval  and 
copying  of  public  records  through  its  Info 
AmeriQuest™  service. 

In  1991,  Information  America  made  an 
initial  public  offering  of  more  than  1.5 
million  shares  of  its  common  stock.  Net 
proceeds  to  the  company  were 
approximately  $9.8  million. 

Company  Strategy 

Information  America  plans  to  continue  to 
grow  and  leverage  its  database,  develop 
ancillary  services  through  Info 
AmeriQuest  and  use  a restructured  sales 
force  with  one  group  focusing  on  existing 
customers  and  a second  group  dedicated  to 
generating  new  accounts. 

• Information  America  will  continue  to 
add  additional  state  and  local  data 
sources  throughout  the  country  to 
expand  its  geographic  coverage.  During 
1994,  under  an  expanded  agreement 
with  Dun  & Bradstreet,  Information 
America  will,  for  the  first  time,  offer 
information  on  international  companies 
and  their  corporate  families. 

• Information  America  also  plans  to 
combine  information  from  multiple  data 
sources  into  unique  products  that  are 
available  only  from  Information 
America. 

• The  company  will  continue  to  develop 
marketing  alliances  with  other 
companies. 

Information  America  will  also  continue  to 
diversify  into  other,  nonlaw  markets, 
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including  Fortune  500  companies  and 
government.  During  1993,  products  were 
added  to  the  GSA  Schedule  and  to  the 
Fedlink  Program,  making  it  easier  for 
authorized  agencies  to  contract  for 
Information  America  services. 

Financials 

Information  America's  1993  revenue 
reached  $25.2  million,  a 38%  increase  over 


1992  revenue  of  $18.3  million.  Net  income 
of  $139,000  for  1993  includes  unusual 
charges  of  $1.3  million  associated  with  the 
termination  of  the  Paramount  Publishing 
acquisitions  and  certain  restructuring 
charges.  A five-year  financial  summary 
follows: 


Information  America,  Inc. 
Five-Year  Financial  Summary 


($  Thousands,  except  per  share  data  ) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

• Percent  change  from 

$25,215 

$18,278 

$16,067 

$14,168 

$10,830 

previous  year 

38% 

14% 

13% 

31% 

38% 

Income  (loss)  before  taxes 
• Percent  change  from 

$(414) 

(a) 

$1,470 

$1,049 

$751 

$280 

previous  year 

(128%0 

40% 

40% 

168% 

122% 

Net  income 

$139 

$1,431 

$1,028 

$731 

$280 

• Percent  change  from 

(b) 

(c) 

(c) 

(c) 

(c) 

previous  year 

(90%) 

39% 

41% 

161% 

122% 

Earnings  per  share 

$0.03 

$0.27 

$0.29 

$0.23 

$0.09 

• Percent  change  from 

(b) 

(c) 

(c) 

(c) 

(c) 

previous  year 

(89%) 

(7%) 

26% 

156% 

108% 

(a)  Includes  $1.3  million  in  unusual  charges  related  to  the  terminated  acquisition  and  certain  restructuring 
charges  for  Atlanta  operations. 


(b)  Includes  tax  benefits  from  use  of  net  operating  loss  carryforwards  of  $525,000  ($0. 10  per  share),  $404,000 
($0.11  per  share),  $285,000  ($0.09  per  share)  and  $107,000  ($0.04  per  share)  for  1992,  1991,  1990  and 
1989,  respectively. 

(c)  Includes  a $400,000  ($0.08  per  share)  cumulative  benefit  from  a change  in  the  method  of  accounting  for 
income  taxes. 


Revenue  increases  in  1993  were  primarily 
attributed  to  revenues  generated  from 
public  record  searches  and  document 
retrieval  services  provided  by  Hylind 
infoQuest,  which  was  acquired  in 
February  1993. 


• Revenue  from  Information  America's 
traditional  on-line  database  business 
was  flat  when  compared  with  1992. 

• Information  America  continues  to 
experience  weakness  in  the  on-line  law 
market,  with  revenues  decreasing 
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somewhat  from  1992  levels.  This 
decrease  was  almost  totally  offset  by  the 
on-line  governmental  sector  which  grew 
by  49%  in  1993. 

The  company's  loss  in  1993  is  primarily 
related  to  the  $1.3  million  in  unusual 
charges  taken  in  conjunction  with  a 
restructuring  program  ($250,000)  and  for 
the  termination  of  the  acquisition  of 
certain  units  of  Paramount  Publishing 
($1.1  million).  Excluding  the  effect  of 
these  unusual  items,  1993  income  from 
operations  would  have  been  $1.0  million, 
or  4%  of  revenues,  down  from  $1.7  million, 
or  9%  of  revenues  in  1992. 

• This  decrease  relates  primarily  to  higher 
levels  of  direct  costs,  depreciation  and 
amortization  and  selling,  general  and 
administrative  expenses,  without 
commensurate  increases  in  revenues. 

• Direct  costs  rose  61%  to  nearly  $9.9 
million  due  to  the  acquisition  of  Hylind, 
which  operates  at  a higher  direct  cost 
percentage  than  Information  America's 
traditional  on-line  database  business, 
and  increased  royalty  costs  related  to  the 
on-line  database  business. 

• Selling,  general  and  administrative 
expenses  rose  39%  to  $10.0  million 

Market  Financials 

INPUT  estimates  approximately  70%  to 
75%  of  Information  America's  1993 
revenue  was  derived  from  attorneys  and 
other  legal  professionals  and  the 
remainder  from  government  entities  and 
other  sources,  including  banks, 
corporations,  news  media  and  private 
investigators. 


INPUT  estimates  approximately  72%  of 
Information  American's  1993  revenue  was 
derived  from  electric  information  database 
services  and  28%  from  manual  search  and 
retrieval  services. 

Geographic  Markets 

One  hundred  percent  of  Information 
America's  revenue  is  derived  from  the  U.S. 

Acquisitions 

In  February  1993,  Information  America 
acquired  Baltimore-based  Hylind 
infoQuest  and  two  affiliated  companies. 
Terms  of  the  acquisition  were  not 
disclosed. 

• Hylind  infoQuest  was  a privately  held 
company  providing  public  record  search 
as  well  as  filing  and  document  services 
nationwide  for  law  firms,  financial 
institutions  and  other  clients. 

• Hylind  infoQuest'S  experience  in  manual 
retrieval  and  copying  of  public 
documents  for  closing,  litigation  and 
detailed  investigations  supplements 
Information  America's  experience  in 
developing  and  marketing  databases  for 
on-line  searching. 

• Founded  in  1977,  Hylind  infoQuest  had 
annual  revenue  growth  of  about  27% 
over  the  past  five  years.  The  company 
had  11  offices  throughout  the  U.S.  and 
approximately  100  employees  at  the  time 
of  the  acquisition. 

• Although  there  was  some  overlap  of 
customers,  Information  America  expects 
substantial  cross-selling  opportunities. 
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• Hylind  infoQuest's  operations  have  been 
renamed  Info  AmeriQuest. 

Employees 

As  of  February  28,  1994,  Information 
America  had  210  employees,  including  29 
sales  personnel. 

Key  Products  and  Services 

Information  America  on-line  services  offer 
a total  of  16  major  categories  of 
information  products. 

• Information  America  creates  databases 
from  data  that  is  available  for  license 
from  government  agencies  and  private 
sector  firms. 

• Customers  may  perform  database 
searches  by  using  a modem-equipped  PC 
or  terminal  to  access  Information 
America's  menu-driven  on-line  network, 
or  may  make  telephone  requests  via  the 
Info  AmeriCall  service  to  Information 
America  personnel  to  have  such  searches 
performed  for  them. 

The  major  categories  of  on-line 
information  services  include  the  following: 

• Investigative  Services 

Sleuth11— searches  public  records  to 
identify  business  relationships  of 
targeted  company  or  individual  and  is 
often  used  as  a step  in  locating  assets. 

Asset  Locafor^-identifies  ownership  of 
certain  real  property,  stock,  boats, 
aircraft  and  personal  property. 


Executive  Affiliation^-— identifies  certain 
business  affiliations  of  executives  and 
professionals. 

People  Finder^— determines  the  current 
addresses  of  individuals. 

Business  Finder^ determines  the 
address  and  phone  number  of 
businesses. 

Litigation  Prepsu~ supplies  information 
necessary  to  properly  draft  and  file  a 
complaint  or  answer. 

• Online  Public  Records 

State-level  Corporate  & Limited 
Partnership  Records — provides 
information  maintained  by  the  state 
offices  with  respect  to  corporations  and 
limited  partnerships.  Data  is  available 
on-line  for  36  states  and  via  Info 
AmeriCall. 

Corporate  Global — combines  corporate 
record  information  for  all  on-line  states 
in  one  search. 

County  Records — provides  information 
concerning  judgments,  assumed  names, 
county-filed  UCC  records  and  certain 
real  property  records  for  California, 
Georgia,  Pennsylvania  and  Texas. 

Bankruptcy  Records — determines 
whether  a company  or  individual  has 
filed  a bankruptcy  petition. 

UCCs,  Liens  & Judgments — provides  a 
combined  search  to  investigate  certain 
financial  obligations. 
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Real  Property,  Liens  & Judgments — 
locates  state  and  county  records  that 
affect  real  property  to  verify  property 
ownership  and  encumbrances  on  it. 

Lawsuits— searches  selected  state-level 
civil,  superior  and  district  court  records 
on  both  individuals  and  businesses  for 
indices  of  lawsuits  files. 

Name  Availability  & Reservation — 
checks  more  than  25  million  business 
names  to  determine  whether  a corporate 
name  is  available  for  use. 

• Business  Background  Services 

Duns  Business  Records  Plus^^-p rovides 
background  information  on  more  than 
7.7  million  public  and  private 
companies. 

SEC  Filings — provides  full  text  of 
selected  documents  filed  by  more  than 
6,000  companies  with  the  Securities  and 
Exchange  Commission. 

On-line  customers  typically  pay  a nominal 
monthly  access  fee  in  addition  to  per- 
search  fees  that  are  billed  on  a monthly 
basis. 

• Economy  Service,  available  through  Info 
AmeriCall,  is  priced  at  approximately 
50%  of  on-line  prices.  Via  a telephone 
call,  an  Information  America  researcher 
will  choose  the  best  service  to  fit  the 
customer's  needs,  conduct  the  search, 
compile  the  results  and  submit  them  in  a 
detailed  report.  A nominal  research  fee 
is  applicable. 


• For  Economy  Service,  delivery  is  within 
three  business  days  in  most 
metropolitan  areas  for  an  added  price  of 
$3.50.  For  same  day  service,  add  $2  per 
page  for  fax  delivery  or  add  $14  to 
receive  via  an  overnight  courier  service. 

Through  Info  AmeriQuest,  the  company 
provides  manual  search,  retrieval  and 
copying  of  public  records  that  are  not 
accessible  on-line. 

• Typical  public  record  searches  include 
assumed/fictitious  name  filings;  civil  and 
criminal  litigation;  partnership  filings; 
real  property  deeds;  UCCs,  hens  and 
judgments;  and  bankruptcies. 

• Information  America  also  provides 
official  copies  of  public  filings  and 
corporate  certificates  from  any 
jurisdiction  in  the  country. 

• Info  AmeriQuest  customers  are 
primarily  billed  at  the  time  of  service. 

Clients 

As  of  December  31,  1993,  Information 
America  had  more  than  2,700  on-line 
customers. 

Marketing  and  Sales 

For  1994,  Information  America  has 
reorganized  its  sales  force  into  two  groups: 
Account  Managers  focus  on  existing 
customers  and  Account  Executives 
concentrate  on  generating  new  accounts  in 
both  law  and  nonlaw  areas. 

Information  America  sells  its  products  and 
services  through  a field  sales  force  based 
in  15  major  U.S.  metropolitan  areas— 
Atlanta  (GA),  Chicago  (IE),  Boston  (MA), 
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Dallas  (TX),  Denver  (CO),  Detroit  (MI), 
Houston  (TX),  Los  Angeles  (CA),  Miami 
(FL),  New  York  (NY),  Philadelphia  (PA), 
Newport  Beach  (CA),  San  Francisco  (CA), 
St.  Louis  (MO)  and  Washington,  D.C. 

Info  AmeriQuest  serves  customers 
through  personnel  based  in  10 
metropolitan  areas— Albany  (NY),  Austin 
(TX),  Baltimore  (MD),  Columbus  (OH), 
Harrisburg  (PA),  Lansing  (MI),  Richmond 
(VA),  Springfield  (IL),  Trenton  (NJ)  and 
Washington,  D.C. 

Information  America  also  sells  its  services 
through  independent  account 
representatives. 

Alliances 

Information  America  has  affiances  with 
various  companies  to  offer  their  data  via 
Information  America's  on-line  services, 
including  Dun  & Bradstreet  (Duns 
Business  Records  Plus)  and  American 
Business  Information  (Business  Finder 
and  Executive  Affiliation). 

Information  America  has  an  agreement 
with  Law  Bulletin  Publishing  in  Chicago 
whereby  Law  Bulletin  sells  Information 
America's  services  to  law  firms  throughout 
Illinois. 

Information  America  also  has  an  alliance 
whereby  American  Business  Information 
sells  Information  America  services  to 
smaller  corporations. 

Competition 

Major  competitors  include  Mead  Data 
Central,  Dun  & Bradstreet,  Prentice  Hall 
Legal  and  Financial  Services  and 
CompuServe. 
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Information  America  also  faces 
competition  from  certain  government 
agencies  that  permit  the  public  to  directly 
access  their  database  of  records  and  may 
face  increased  competition  from 
governmental  agencies  in  the  future  if 
such  public  access  is  expanded. 

Assessment 

Information  America’s  strengths  include 
the  expansion  of  its  operations  into  the 
manual  search  and  retrieval  of  public 
records  and  ongoing  expansion  of  the 
geographic  coverage  of  its  data. 

Challenges  include  overcoming  declines  in 
the  on-line  law  market  with  clients  in 
other  industries,  offering  new  products  to 
other  markets  and  minimizing  increased 
labor  costs  associated  with  manual  search 
and  retrieval  operations. 
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Infoseek  Corporation 


Chairman:  Steven  Kirsch 

President  & CEO:  Robert  Johnson 

2620  Augustine  Drive,  Suite  250 
Santa  Clara,  CA  85054 
Phone:  (408)  567-2700 

Fax:  (408)986-1889 

Internet:  http://www.infoseek.com 


Status:  Public 

Employees:  90  (7/96) 

Revenue,  FYE  12/31/95:  $1,033,000 

Revenue,  6 mos.  ended  6/30/96:  $5,018,000 


Key  Points 

• Infoseek  Corporation  develops  and  provides 
branded  Web-based  navigational  services 
that  help  users  access  and  personalize  the 
resources  of  the  Internet. 

• In  August  1996,  Infoseek  unveiled  a beta 
version  of  Infoseek  Ultra,  a new  search 
technology  that  provides  a virtual  real-time 
index  of  the  Internet. 


that  allows  users  to  create  a Web  page 
unique  to  their  personal  interests. 

• In  April  1996,  Netscape  Communications 
implemented  a new  “Net  Search”  display 
that  redefined  Infoseek’s  role  as  a premier 
provider  of  navigational  service,  along  with 
four  other  providers. 

• From  January  to  April  of  1996,  Infoseek  was 
the  sole  premier  provider  of  navigational 
service  for  Netscape  Communications. 

• In  December  1995,  Robert  Johnson  joined 
Infoseek  as  President  and  CEO. 


• In  May  1996,  Infoseek  introduced  Infoseek 
Personal,  a free  World  Wide  Web  service 
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Company  Description 

Infoseek  was  formed  in  January  1994  to 
develop  and  provide  Internet  and  World  Wide 
Web  navigational  services. 

Infoseek’s  business  relies  on  three  core 
elements  that  comprise  the  company’  mission: 
rich  and  relevant  content,  powerful  and  easy- 
to-use  search  technology,  and  customer 
service. 

• Rich  and  relevant  content — Infoseek  strives 
to  maintain  the  richest  and  most  relevant 
content  collections  available  on  the  Web. 

• Powerful  and  easy-to-use  search 
technology — Infoseek’s  technology  provides 
search  precision  while  remaining  easy  to 
use. 

• Customer  service- — Infoseek  is  a service 
organization  that  provides  access  to 
information  over  the  Internet;  as  a result, 
the  company’s  infrastructure,  both  in 
computing  and  human  terms,  is  dedicated  to 
providing  the  best  possible  service  to  users. 

In  June  1996,  Infoseek  made  an  initial  public 
offering  of  stock  that  generated  approximately 
$38.6  million  for  the  company.  Proceeds  from 
this  offering  will  be  used  for  royalty  payments 
due  for  technology  licensing,  general  corporate 
purposes,  and  the  expansion  of  Infoseek’s 
product  development  and  sales  and  marketing 
organizations  and  working  capital. 


Organization  and  Structure 

Infoseek’s  key  executives  are  listed  below: 


Infoseek  Corporation 
Key  Executives 


Name 

Title 

Steven  T.  Kirsch 

Chairman 

Robert  E.L.  Johnson 

President  & CEO 

James  Desrosier 

VP  & Chief  Marketing  Officer 

Leonard  J.  LeBlanc 

EVP  Finance  & CFO 

Craig  Forman 

VP  Product  Management 

John  Nauman 

VP  Engineering 

Andrew  E.  Newton 

VP  General  Counsel  and 
Secretary 

Karl  A.  Spangenberg 

VP  Worldwide  Advertising 

Company  Strategy 

Infoseek’s  objective  is  to  establish  itself  as  the 
dominant  branded  media  navigation  and 
content  aggregation  service  provider  on  the 
Internet. 

The  company  seeks  to  build  a high  volume  of 
traffic  on  its  services  to  provide  a preferred 
platform  on  which  content  providers  and 
advertisers  reach  their  target  audiences. 

The  company’s  strategy  contains  the  following 
key  elements: 

• Create  brand  recognition  and  consumer 
loyalty 

• Create  innovative  solutions  for  advertisers 

• Use  leading-edge  search  and  directory 
technologies 

• Create  and  expand  branded  content 
partnerships 

• Maximize  audience  reach  through 
distribution  relationships 
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• Leverage  media  and  technical  expertise 
Product  Strategy 

Infoseek  intends  to  enhance  its  services  to 
users  through  the  addition  of  new  features 
and  functionality;  development  and  licensing 
of  technologies  that  can  differentiate  its 
service  and  scale  with  the  growth  of  the 
Internet;  distribution  of  its  service  widely 
through  software  companies,  access  providers, 
and  others;  and  forming  relationships  with 
leading  third-party  content  providers. 

Financials 

Although  Infoseek  was  formed  in  1994,  the 
company  did  not  introduce  its  first  products 
and  services  until  1995;  as  a result,  1995  was 
the  first  year  Infoseek  generated  any  revenue. 

For  1995,  Infoseek  recorded  total  revenue  of 
$1  million  and  net  losses  of  approximately 
$3.3  million  ($0.13  per  share). 

A comparison  of  the  results  for  the  six  months 
ending  June  30,  1996  versus  June  30,  1995 
follows: 

• For  the  six  months  ending  June  30,  1996, 
revenue  reached  $5.0  million,  up  from 
$59,000  for  the  same  period  in  1995.  Net 
losses  were  $8.3  million,  compared  to  net 
losses  of  $321,000  for  the  same  period  a year 
ago. 

• Research  and  development  costs  for  the  first 
six  months  of  1996  were  approximately  $1.6 
million,  up  from  $1.4  million  for  the  same 
period  in  1995.  Management  attributes  the 
increase  to  personnel  costs  and  equipment 
depreciation,  and  to  the  product 
development  costs  necessary  to  remain 
competitive. 

• Sales  and  marketing  expenses  for  the  first 
half  of  1996  were  $8.8  million,  compared  to 
$321,000  for  the  same  period  in  1995.  This 


increase  consisted  primarily  of 
compensation  of  sales  and  marketing 
personnel  and  promotional  expenses, 
including  payments  to  Netscape  pursuant  to 
an  advertising  revenue-sharing 
arrangement  for  the  listing  of  Infoseek’s 
product  on  the  Netscape  Web  page. 

Revenue  Analysis  by  Product  / Service 

Infoseek  derives  substantially  all  of  its 
revenues  from  the  sale  of  advertisements. 

• These  advertisements  appear  on  the 
Infoseek  Web  page  as  the  user  enters  the 
service,  performs  a search,  or  browses 
through  the  Directory  or  Toolbar. 

• Advertising  revenues  represented  82%  and 
96%  of  the  company’s  total  revenues  for 
fiscal  1995  and  the  first  quarter  of  1996, 
respectively. 

• During  the  first  half  of  1996,  over  120 
advertisers  placed  advertisements  on  the 
company’s  service. 

Geographic  Markets 

Substantially  all  of  Infoseek’s  revenues  come 
from  the  U.S.. 

Employees 

As  of  June  30,  1996,  Infoseek  had  90 
employees. 

Key  Products  and  Services 

Infoseek  provides  a navigation  and  content 
aggregation  service  targeted  to  individuals 
and  offered  free  to  users. 

Infoseek 

Infoseek  is  a navigation  tool  that  integrates 
multiple  methods  of  obtaining  information 
from  the  Internet  through  four  principal 
resources:  Search,  Directory,  iZones,  and 
Toolbar. 
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• Search  allows  the  user  to  effect  query-based 
searches  of  the  Web,  USENET  News,  and 
other  premium  content  databases  or  the 
Directory. 

• Directory  is  a hierarchical  listing  of  Web 
pages  that  have  been  selected  and 
abstracted  by  Infoseek  and  organized  by 
category. 

• iZones  are  special-interest  editorial  features 
created  exclusively  for  Infoseek  by  leading 
third-party  content  providers  such  as 
Billboard  Online,  Conde  Nast  Publications, 
The  Hearst  Corporation,  Inc.  Online, 
Macworld  Online,  and  SportsLine  USA. 

• Toolbar  is  a set  of  buttons  available  on  the 
Infoseek  user  interface  that  provide  users 
with  access  to  certain  content  providers  in 
areas  of  general  interest,  such  as  news, 
weather,  stock  prices,  and  interactive 
shopping  directories. 

Infoseek  Ultra 

In  August  1996,  Infoseek  released  the  beta 
version  of  Infoseek  Ultra,  a new  search 
technology  designed  to  provide  users  with  the 
easiest,  most  effective  way  to  find  information 
on  the  Internet  and  the  Web. 

Through  its  new  spider  technology,  Infoseek 
Ultra  is  the  first  search  service  to  provide  a 
virtual  real-time  index  of  the  Internet, 
allowing  users  to  receive  the  most  up-to-date 
information  available  on  their  topic. 

Infoseek  Ultra’s  new  technology  loads  Web 
pages  based  upon  how  often  they  change,  and 
also  filters  out  dead  and  duplicate  links  that 
exist  on  the  Internet. 

A beta  version  of  Infoseek  Ultra  is  currently 
available  for  free  trial  at  the  Infoseek  home 
page. 


Advertising  Services 

Infoseek  has  developed  certain  proprietary 
systems  for  the  instantaneous  placement  of 
advertisements  with  targeted  audiences  on 
appropriate  Infoseek  Web  pages. 

Infoseek’s  advertising  management  systems 
are  capable  of  real-time  presentation  of 
advertising  that  corresponds  to  a user’s 
inquiry. 

Infoseek  offers  advertisers  four  main 
advertising  options  that  may  be  purchased 
individually  or  in  packages: 

• General  Rotation — advertisements  rotate  on 
a random  basis  through  Infoseek  on  search 
result  pages  and  pages  accessed  through  the 
Toolbar.  General  rotation  offers  advertisers 
seeking  to  establish  brand  recognition 
across  the  broad,  general  population  the 
broadest  reach  of  Internet  users. 

• Topic  Pages — advertisements  appear  when 
an  Infoseek  user  browses  through  Directory 
topic  pages.  Topic  Pages  allow  advertisers 
to  target  an  audience  with  a specific  area  of 
interest. 

• Keyword — advertisements  are  displayed 
when  an  Infoseek  user’s  search  contains  a 
particular  keyword  selected  by  the 
advertiser.  Keyword  offers  the  advertiser  a 
highly  targeted  self-selected  audience. 

• Special  Placement — advertisements  are 
displayed  on  special  feature  pages,  such  as 
iZones  and  in  other  manners  customized  to 
the  needs  or  requests  of  the  advertiser. 

Clients 

A partial  list  of  customers  includes  AT&T, 
Discovery  Channel,  GTE,  Hearst  New  Media, 
IBM,  Intel,  Marketplace  MCI,  Microsoft, 
Netscape,  Nissan,  NYNEX,  SportsLine  USA, 
Starwave,  Swatch,  and  Adaptec. 
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Marketing  and  Sales 

Infoseek’s  market  strategy  is  to  build  brand 
awareness  for  Infoseek  through  on-line  and 
trade  advertising,  trade  shows,  print  media, 
and  promotions.  The  company  also  seeks  to 
establish  relationships  with  key  marketing 
partners. 

Infoseek  was  able  to  gain  access  to  a large 
audience  and  build  early  brand  awareness 
through  its  initial  relationship  with  Netscape 
Communications  as  the  sole  premier 
navigational  service  on  the  Netscape  Web 
page. 

In  April  1996,  Netscape  implemented  a new 
navigational  service  structure  with  five 
navigational  service  providers  available 
(Infoseek,  Lycos,  Yahoo!,  Magellan,  Excite). 

In  order  to  maximize  its  exposure,  Infoseek 
has  broadened  its  channels  of  distribution 
through  other  entities,  including  Microsoft 
Corporation,  NETCOM  On-Line 
Communication  Services,  Inc.,  NYNEX 
Information  Technologies  Co.,  Sprint, 
PointCast,  Quarterdeck  Corporation,  and 
Verity. 

Alliances 

Infoseek  has  a variety  of  alliances  and 
relationships  with  companies,  specifically  Web 
browser  vendors,  to  maximize  the  audience 
reach  of  company  products  and  create 
alternate  distribution  channels  to  the 
company’s  services. 

Among  these  relationships  include  the 
following: 

• Sun  Microsystems,  Inc.  and  Infoseek  have 
entered  into  a comarketing  relationship 
under  which  Infoseek  has  agreed  to  use  Sun 
equipment  exclusively  for  use  with  Infoseek 
Ultra.  In  return,  Infoseek  receives  terms  on 


its  purchases  of  certain  Sun  equipment  and 
the  two  companies  promote  each  other’s 
products  and  services. 

• Quarterdeck,  NETCOM,  NetManage,  and 
Freeloader  all  have  relationships  with 
Infoseek,  in  which  all  feature  Infoseek  as  a 
navigational  tool  and  engage  in  certain 
promotional  activities.  The  actual  terms  of 
the  relationships  vary  in  the  prominence 
given  to  Infoseek  relative  to  other 
alternatives  and  the  compensation  paid  by 
Infoseek  for  the  traffic. 

• Infoseek  is  currently  one  of  five  premier 
providers  of  navigational  services  on 
Netscape’s  Web  page  under  the  terms  of  an 
agreement  with  Netscape  Communications 
Corp.  from  April  10,  1996  to  March  31,  1997. 

• NYNEX  and  Infoseek  entered  into  a one- 
year  agreement  in  March  1996  that  makes 
NYNEX’s  interactive  shopping  directory, 
BigYellow,  the  exclusive  comprehensive 
shopping  directory  within  Infoseek. 

• Sprint  uses  Infoseek’s  Internet  navigation 
service  as  the  premier  search  solution  for 
Sprint  Internet  Passport,  its  new  consumer 
Internet  access  service. 

• PointCast  and  Infoseek  have  a technology 
agreement  that  provides  PointCast  network 
viewers  with  the  option  of  accessing 
additional  news  and  information  from 
Infoseek  via  a PointCast/Infoseek  cobranded 
Web  page. 

• Verity,  Inc.  and  Infoseek  have  a distribution 
agreement  under  which  Verity  will  provide 

a link  to  Infoseek  on  the  user  interface  of  the 
new  Verity  product  called  Topics  Search  for 
Exchange,  which  is  designed  for  intranets. 

• Kanematsu  Corporation,  a Japanese  trading 
company,  and  Infoseek  have  entered  into  a 
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memorandum  of  understanding  and  a 
marketing  alliance  agreement  under  which 
the  parties  will  establish  a Japanese 
Internet  search  and  retrieval  service 
containing  listings  of  Japanese  Web  sites 
written  in  Japanese  and  a Japanese 
translation  of  the  Infoseek  Directory. 

• ACSIOM,  an  entity  related  to  the  University 
of  Massachusetts,  licenses  information 
retrieval  technology  to  Infoseek. 

• Xerox  licenses  software  technologies  to 
Infoseek  that  the  company  intends  to  use  for 
the  linguistic  analysis  of  search  terms. 

• HNC  and  Infoseek  have  entered  into  an 
agreement  in  which  Infoseek  will  license 
certain  technologies  from  HNC  to  automate 
the  development  of  Infoseek' s Web  Directory 
feature. 

• Additionally,  Infoseek  promotes  the  creation 
of  hyperlinks  between  In  foseek  and  other 
Web  sites.  Over  3,000  sites  on  the  Web 
currently  contain  pointers  to  Infoseek. 

Competition 

A number  of  companies  offer  competitive 
products  and  services  addressing  Infoseek’s 
target  markets. 

Primary  among  these  are  companies  offering 
Web  search  services,  including  America 
Online,  Inc.,  Digital  Equipment  Corp.,  Excite, 
Inc.,  Lycos,  Inc.,  The  McKinley  Group,  Open 


Text  Corp.,  CompuServe  Corp.,  Prodigy 
Services  Company,  and  Yahoo!  Inc. 

In  addition,  Infoseek  competes  with 
metasearch  services  that  allow  a user  to 
search  the  databases  of  several  catalogs  and 
directories  simultaneously. 

The  company  also  competes  indirectly  with 
database  vendors  that  offer  information 
search  and  retrieval  capabilities  with  their 
core  database  products. 

INPUT  Assessment 

Infoseek’s  strengths  include: 

• Brand  awareness  gamed  from  its  premier 
navigational  service  provider  role  with 
Netscape 

• Current  position  on  Netscape 
Communications’  Web  page 

• Alliances  with  other  major  Internet  players 
(Quarterdeck,  Microsoft,  NETCOM) 

Challenges  in  the  future  include: 

• Creating  and  promoting  product  differences 
in  a relatively  homogeneous  product  market 

• Developing  advertising  capabilities  to 
increase  revenue  base  and  movement 
toward  profitability 

• Intense  competition  from  vendors  in  a 
variety  of  industries 
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Subsidiary 
The  Imrex  Group 
150  (9/94) 
$ 35,000,000* 
12/31/93 


Key  Points 

• IMREX  Computer  Systems,  Inc.  (IMREX)  is  a 
leading  source  for  logistics  applications  systems 
for  the  IBM  AS/400™. 

• In  February  1994,  IMREX  closed  its 
international  offices/operations,  reducing  the 
total  number  of  employees  from  300  to  150. 
International  sales  are  now  being  handled  by 
distributors. 

• In  early  1993,  IMREX  accomplished  the  first 
major  goal  in  its  quest  for  world-class  quality 


by  obtaining  International  Standards 
Organization  (ISO)  9001  certification  at  its 
U.K.-based  subsidiary,  IMREX  Systems 
International. 

• In  April  1993,  IMREX  announced  the 
availability  of  Remote  Order  Processing  as  part 
of  its  International  Logistics  System/400 
(ILS/400)  product  offering.  Through  the  use  of 
wireless  communications,  EMREX  customers 
may  now  equip  their  outside  sales  forces  with 
real-time  access  to  the  ELS/400  data  base. 

Company  Description 

IMREX,  founded  in  1979,  provides  logistics 
applications  systems  for  the  IBM  AS/400™.  The 
company  also  provides  associated  customer 
support,  product  development,  project 
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management,  programming,  business  consulting 
and  technical  professional  services. 


to  existing  mainframe-based  front-end  order 
processing  systems. 


IMREX  is  a member  of  The  Imrex  Group, 
headed  by  Imrex  Company,  Inc.,  a major 
manufacturer  and  distributor  of  high-tech 
electronic  components,  subcomponents,  aircraft 
and  aerospace-related  products,  as  well  as 
automotive  and  precision-tooled  equipment. 

• The  Imrex  Group,  based  in  Great  Neck  (NY), 
is  a privately  held  company. 

• IMREXs  products  and  support  services  are 
also  provided  to  Imrex  Company. 

Operations  and  Structure 

IMREX  is  headquartered  in  Great  Neck  (NY). 
Other  North  American  offices  are  in  Chicago  (IL) 
and  Toronto  (Canada). 

Other  affiliate  offices  are  in  Monterrey  (Mexico) 
and  Quebec  (Canada). 

International  offices  are  in  Hong  Kong,  Singapore 
and  New  Zealand. 

ILS/400  is  marketed  outside  the  U.S.  by  IMREX 
International,  Ltd.  and  by  agents  and  distributors 
throughout  the  U.K.,  Western  Europe  and  the 
Pacific  Rim. 

Company  Strategy 

IMREXs  strategy  is  to  focus  on  offering  high- 
end  logistics  solutions  for  EBM  midrange 
platforms — specifically  the  AS/400™. 

• The  IBM  AS/400™  has  a strong  presence  in 
large  Fortune- sized  corporations  as  well  as  in 
the  lower  end  of  the  market. 

• Communications  capabilities  of  the  IBM 
AS/400™  permit  IMREX  to  add  back-end 
inventory  and  warehouse  management  systems 


The  company's  long-term  strategy  is  to  sell  its 
products  worldwide  using  its  network  of  IMREX 
offices  and  distributors.  Currently,  IMREX  is 
only  selling  in  the  English-speaking  countries  in 
the  Far  East  but  is  developing  multilingual 
products  that  can  be  sold  in  China,  Japan  and 
Korea. 

Financials 

INPUT  estimates  IMREX’ s 1993  revenue  was 
$35  million,  compared  to  $30  million  in  1992  and 
$25  million  in  1991. 


IMREX  Computer  Systems  markets  its  products 
and  services  primarily  to: 

• Medium-sized  to  very  large  wholesale 
distributors  (over  100  employees  and  more  than 
$50  million  in  sales) 

• Manufacturing  companies  with  heavy 
distribution  requirements  (over  100  employees 
and  more  than  $50  million  in  sales) 

• Retail  organizations  with  heavy  distribution 
requirements  (over  1 00  employees  and  more 
than  $50  million  in  sales) 

Industries  served  include  wholesale  distribution 
(durable/nondurable);  communications,  computer 
and  electronic  equipment;  consumer  goods; 
cosmetics  and  fragrances;  food  distribution; 
industrial  supplies;  health  care  product 
distribution;  office  supplies;  paper; 
pharmaceuticals;  plumbing  and  electric;  public 
warehouses;  publishing;  sporting  goods; 
transportation;  media;  glass;  housewares;  health 
and  beauty  aids. 


Market  Financials 
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Approximately  65%  of  EMREX’s  revenue  is 
derived  from  applications  software  products  and 
35%  from  associated  professional  services. 

Geographic  Markets 

Approximately  55%  of  IMREX’s  1993  revenue 
was  derived  from  the  U.S.  and  45%  from 
international  sources. 

Employees 

As  of  December  1993,  IMREX  Computer 
Systems  had  approximately  300  employees.  The 
company  currently  has  approximately  150 
employees. 

Key  Products  and  Services 

The  IMREX  International  Logistics  System/400 
(ILS/400)  is  a fully  integrated,  closed-loop 
system  that  supports  the  full  distribution 
requirements  of  domestic  and  international  clients 
with  single  or  multiple  sites. 

• ILS/400,  which  is  SAA  and  CUA  compliant, 
runs  on  the  IBM  AS/400™  system  and 
addresses  order  entry,  purchasing,  inventory 
and  warehouse  management  functions  via 
modular  logistics  applications. 

• ILS/400  also  provides  on-line,  real-time 
updating  of  the  data  base  in  multiuser, 
multicompany,  multiwarehouse  and 
multicurrency  environments. 

• ILS/400  modules  include: 

Order  Entry  & Invoicing 

- Marketing  Plus 

- Remote  Order  Processing 
Inventory  Management 

- Cycle  Counting 

- Purchase  Order  Management 

- Import  Purchase  Order 
Management 

IMREX  Computer  Systems 
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Commission  Reporting 

- Sales  Analysis 

- Demand  Forecasting 

- Distribution  Resource  Planning 

- Transportation/Freight  & Export 
System 

Showcase  Vista  Executive  Information 
System  (EIS) 

- Bar  Coding 

- Radio  Frequency  Connect 

- EDI/Assist 

- Warehouse  Location 

- Warehouse  Productivity 

• Other  modules  available  include  Item  Bill  of 
Material,  Shop  Floor  Control,  Material 
Requirements  Planning  and  Master  Production 
Scheduling. 

• There  are  currently  over  550  ILS/400 
customers  worldwide. 

IMREXs  World-Wide  Financial  System/400 

(WWF/400)  supports  the  demands  of  the  global 

market,  allowing  for  rapid  change  or  planned 

growth. 

• Features  include  multicurrency  processing, 
flexible  data  formats,  externally  defined  files 
and  multiple  charts  of  accounting  structures. 

• WWF/400,  which  is  fully  integrated  with 
ILS/400,  was  designed  with  CASE  technology 
and  is  fully  SAA  and  CUA  compliant. 

• WWF/400  modules  include: 


Accounts  Receivable  & Collections 

- Accounts  Receivable  with  Auto 
Cash/Lock  Box 

- Accounts  Payable 

- General  Ledger 

General  Ledger  with  Report  Writer 
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IMREXs  Warehouse  Management  System 
provides  tools  to  manage  primary  warehouse 
activities  and  a choice  of  integrated  modules  to 
build  a distribution  system  that  matches  business 
requirements. 

• The  system  can  be  fully  implemented  with  just 
the  base  module,  which  includes  critical 
functions  such  as  receiving  and  inventory 
management,  warehouse  configuration, 
warehouse  location,  picking  and  dispatching. 

• Additional  features  can  be  added  at  any  time, 
such  as  AS/400  Radio  Frequency  Connect,  Bar 
Coding,  Transportation/Freight,  Export/Import 
and  Sales  Order  Processing. 

IMREX's  Pharmaceutical  Logistics  System  (PLS) 
contains  all  the  functionality  of  the  ILS/400 
solution  together  with  added  capabilities  to 
support  the  industry-specific  requirements  of  the 
pharmaceutical  industry. 

• Whether  the  pharmaceutical  environment  is 
generic,  controlled  substances,  OTC,  or  Rx, 
IMREX  PLS  controls  and  automates  the  entire 
distribution  operation,  including  telesales, 
purchasing,  inventory  and  warehouse 
management.  Modules  for  Remote  Order 
Processing,  Radio  Frequency  Connect,  Bar 
Coding,  EDI/ Assist,  Distribution  Resource 
Planning,  Demand  Forecasting  and 
Transportation/Freight  are  also  available. 

• The  system  handles  the  requirements  for  DEA 
license  validation,  ARCOS  reporting, 
suspicious  order  tracking,  bids  and  contracts, 
rebates,  chargebacks,  DEA  Form  222 
verification,  enhanced  product  information,  lot 
recall  processing  and  daily  DACCA  listing. 

Software  and  support  services  include  user  and 
technical  training,  user  and  technical 


documentation,  toll-free  hotline  support  and 
annual  maintenance  and  support  programs. 

Professional  services  provided  include  data 
conversions,  communications,  consulting,  project 
management,  protection  and  security  features, 
research  and  development,  analysis  and  design, 
implementation  assistance  and  warehousing 
consulting  and  training. 

Clients 

A sample  of  clients  includes  Goldline 
Laboratories,  Inc.,  Cleveland  Cotton  Products, 
Freezer  Services,  Inc.,  GE  Appliances  Caribbean, 
Inc.,  Nettlefolds  and  The  Gates  Rubber  Co.  Ltd. 
(Tredaire  Division). 

Marketing  and  Sales 

In  North  America,  IMREX  markets  its  products 
and  services  through  a direct  sales  force  and 
through  agreements  with  various  vendors. 

Internationally,  IMREX  markets  its  products 
through  distributors. 

Alliances 

IMREX  is  a member  of  IBM's  Business  Partner 
Program.  In  the  U.K.,  IBM  has  designated 
ILS/400  as  its  logistics  product  of  preference  and 
IMREX  is  an  IBM  International  Business 
Associate. 

IMREX  has  selected  Les  Services  Serti  Inc.  as 
the  exclusive  distributor  of  ILS/400  and 
WWF/400  software  for  Canada. 

In  May  1993,  IMREX  entered  into  a joint 
marketing,  software  developer  agreement  with 
Synon,  developer  of  applications  development 
and  CASE  products  for  the  AS/400TM.  As  a 
Synon  Alliance  Member,  IMREX  endorses  the 
use  of  the  Synon  CASE  product  for  its  own 
software  development  and  is  able  to  recommend 
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and  market  Synon  to  its  customers  at  discounted 
prices. 

In  April  1993,  IMREX  entered  into  a business 
partner  agreement  with  Business  Partner 
Solutions,  Inc.  (BPSI),  a Westmont  (IL)-based 
communications  integrator  with  products  and 
services  to  bridge  the  communications  gap 
between  mobile  personnel  and  information 
resources.  IMREX  has  integrated  BPSI's 
AS/MESSENGER  RadioPac  software  into  its 
Order  Entry  & Invoicing  software  module  to 
streamline  the  sales  process  by  providing  field 
sales  personnel  with  remote  access  tools.  The 
ARDIS  (Advanced  Radio  Data  Information 
Service)  network  is  a nationwide,  radio-based, 
point-to-point,  terminal-to-host  and  host-to- 
terminal  service  based  on  Motorola  and  IBM 
technology. 

In  March  1993,  IMREX  entered  into  a marketing 
agreement  with  E3  Associates,  Ltd.  to  jointly 
produce  integrated  business  systems  for 
distribution  companies.  Under  the  agreement, 
IMREX  provides  its  ILS/400  applications  for 
distribution,  freight,  transportation  and 
warehousing,  and  E3  provides  inventory 
management  software  and  support  for  retail 
companies  and  wholesale  distribution. 

In  February  1993,  IMREX  named  Data  Net  Inc. 
as  its  preferred  bar  code  reader  vendor.  Data 
Net's  line  of  PC-based  products  facilitate  data 
collection  using  scanning  and  other  methods  and 
interface  to  IMREXs  ELS/400  product. 

In  January  1993,  IMREX  became  a value-added 
reseller  for  ShowCase  Vista,  Rochester  Software 
Connection's  Windows-based  executive 
information  system. 

IMREXs  international  subsidiary,  IMREX 
W Systems  International  Limited  and  Hoskyns 

IMREX  Computer  Systems 
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Group  pic  are  working  together  to  offer  total 
solutions  to  the  logistics  marketplace — Hoskyns 
is  offering  consulting  services  with  IMREXs 
ILS/400  advanced  logistics  system.  The 
companies  are  also  jointly  sponsoring  a series  of 
seminars  on  business  logistics  and  related 
subjects. 

Competitors 

IMREX’ s primary  competitors  include  :J.D. 
Edwards,  JBA  International  and  Freidman 
Associates. 

Assessment 

IMREX’ s strengths  include  its  knowledge  of  the 
logistics  industry  and  its  CASE  driven  product 
line  which  can  address  future  technologies. 

Challenges  include  strategically  planning  the 
company’s  growth. 


Parent  Company 

The  Imrex  Group 
307  East  Shore  Road 
Great  Neck,  NY  11023 
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Inference  Corporation 
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100  Rowland  Way 

258  Bath  Road 

Novato,  CA  94945 

Slough,  Berkshire 

Phone: 

(415)  893-7200 

SL1,  4DX,  United  Kingdom 

Fax: 

(415)  899-9080 

Phone:  +44(0)1753  77  1100 

Internet:  http://www.inference.com 

Fax:  +44(0)  1753  77  1101 

Chairman,  President,  & CEO:  Peter  R.  Tierney 

Status:  Public 

Employees:  223  (1/31/97) 

Revenue:  $35,990,000 

Fiscal  Year  End:  1/31/97 


Key  Points 

• Inference  Corporation  is  a provider  of 
knowledge  management  tools  and  content 
that  help  people  in  business  solve  problems 
for  other  people. 

• In  June  1997,  Inference  and  DriveSavers 
announced  an  upgraded  version  of  Case 
Solutions  for  PC  Diagnostics,  a collection  of 
trouble-shooting  and  how-to  scenarios  for 
problem  resolution  that  mitigates  the 
training  curve  for  new  software  and  reduces 
the  total  cost  of  ownership.  The  upgraded 
version  includes  DriveSavers’  technology  to 


allow  help  desk  and  customer  support 
professionals  to  recover  lost  or  damaged 
data. 

• In  May  1997,  Inference  announced  Case 
Solutions  for  Office  95,  a collection  of 
trouble-shooting  and  how-to  scenarios.  This 
product  allows  help  desk  and  customer 
support  personnel  to  answer  technical  and 
how-to  questions  about  Office  95.  Case 
Solutions  for  Office  95  can  also  be  used  on 
an  intranet  to  allow  employees  to  help 
themselves  24  hours  a day,  seven  days  a 
week. 

• In  February  1997,  Inference  announced  that 
Versatility,  Inc.,  a provider  of  open 
client/server-based  call  center  applications, 
would  incorporate  Inference’s  case-based 
reasoning  (CBR)  technology  into  its 


customer  interaction  software. 
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Company  Description 

Inference  Corporation,  founded  in  1979,  is  a 
provider  of  knowledge  management  tools  and 
content  that  help  people  in  business  solve 
problems  for  other  people.  Inference’s  case- 
based  reasoning  products  are  used  at  telesales 
and  telemarketing  offices,  to  support  call 
centers,  on  help  desks  for  technology,  human 
resources,  and  policies,  for  self-help  sites  over 
the  Internet,  and  for  automated  resolution  on 
the  desktop. 

Organization  and  Structure 

Inference’s  corporate  headquarters  are  located 
in  Novato  (CA),  with  field  offices  in  Atlanta 
(GA),  Bellevue  (WA),  Dallas  and  Houston 
(TX),  Iselin  (NJ),  Pleasanton  (CA),  and 
Schaumburg  (IL). 

Subsidiaries  are  located  in  the  U.K., 

Germany,  France,  and  the  Netherlands. 

These  offices  offer  licenses  and  consulting 
services  and  are  responsible  for  the  company’s 
activities  throughout  Europe,  the  Middle 
East,  and  Africa  (EMEA). 

Company  key  executives  are  listed  below: 


Inference  Corporation 
Key  Executives 


Name 

Title 

Peter  R.  Tierney 

Chairman,  President,  & CEO 

William  D.  Griffin 

CFO  and  Senior  VP,  Finance  and 
Administration 

Philip  Padfield 

VP,  Europe,  Middle  East,  and 
Africa,  Sales  and  Marketing 

Glen  Vondrick 

Senior  VP,  Americas  and  Far  East 
Operations 

John  Binns 

Senior  VP,  Product  Development 

Company  Strategy 

The  company’s  mission  is  to  be  the  leading 
provider  of  knowledge  management  tools  and 
content  that  help  people  in  business  solve 
problems  for  other  people. 


The  following  are  the  key  elements  of  the 
company’s  strategy: 

• Focus  on  problem  identification  and 
resolution 

• Provide  multiple  platform  support 

• Provide  third-party  integration 

• Broaden  indirect  channels  of  distribution 

• Build  on  established  international 
presence 

• Leverage  product  sales  by  providing 
professional  consulting  services 

Financials 

Inference’s  revenue  for  fiscal  1997  reached 
$36.0  million,  a 22%  increase  over  fiscal  1996 
revenue  of  $29.4  million.  Net  income 
decreased  37%  from  $3.8  million  in  fiscal  1996 
to  $2.4  million  in  fiscal  1997.  A five-year 
financial  summary  is  shown  in  Exhibit  1. 

Inference’s  fiscal  1997  product  development 
expenditures  were  $3.5  million  (10%  of  total 
revenue)  compared  to  $2.0  million  (7%  of 
revenue)  and  $2.8  million  (10%  of  revenue)  in 
fiscal  years  1996  and  1995,  respectively. 

Interim  Results 

Revenue  for  the  three  months  ending  April  30, 
1997  reached  $7.1  million,  a 22%  decrease 
from  revenue  of  $9.1  million  during  the  same 
period  in  1996. 

• International  revenue  for  the  quarter  fell 
21%,  from  $3.3  million  in  1996  to  $2.6 
million  for  the  same  period  in  1997. 

• Product  revenue  for  the  quarter  ending 
April  30,  1997,  decreased  36%  from  $5.0 
million  in  1996  to  $3.2  million  in  1997. 

• Service  revenue  dropped  7%  from  $4.1 
million  during  the  first  quarter  of  1996  to 
$3.9  million  during  the  same  quarter  in 
1997. 
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Exhibit  1 


Inference  Corporation 
Five-Year  Worldwide  Financial  Summary 
($  Millions  except  per-share  data) 


Fiscal  Year 

Item 

1/97 

1/96 

1/95 

1/94 

1/93 

Revenue 

$36.0 

$29.4 

$28.5 

$27.3 

$21.6 

• Percent  change  from 
previous  year 

22% 

3% 

4% 

26% 

N/A 

Income  (loss)  before  taxes 

$1.6 

$3.5 

$0.2 

$(1.2) 

$1.7 

• Percent  change  from 
previous  year 

(54)% 

★ 

116% 

(171)% 

N/A 

Net  income  (loss) 

$2.4 

$3.8 

$0.2 

$(1.3) 

$1.4 

• Percent  change  from 
previous  year 

(37)% 

★ 

115% 

(193)% 

N/A 

Earnings  per  share 

$0.28 

$0.51 

$0.04 

$0.26 

$0.32 

• Percent  change  from 
previous  year 

(45)% 

★ 

(85)% 

(19)% 

N/A 

Source:  Inference  Corporation 


* Percent  change  exceeds  1,000%. 


Revenue  Analysis  by  Product/Service 

Approximately  57%  of  Inference’s  fiscal  1997 
revenue  was  derived  from  products  and  the 
remaining  43%  was  derived  from  services. 

• Product  revenue  grew  21%  in  fiscal  1997 
and  40%  in  fiscal  1996. 

• Tools  product  revenue  consisted  of  the 
company’s  application  development  tools: 


ART,  ART-IM,  and  ART*Enterprise.  Due  to 
the  spin-off  of  the  Tools  business  in  May 
1995,  the  company  had  no  Tools  revenue  in 
fiscal  1997. 

• Services  revenue  increased  25%  in  fiscal 
1997  and  fell  24%  during  fiscal  1996. 

A three-year  source  of  revenue  summary  is 
shown  in  Exhibit  2. 
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Exhibit  2 


Inference  Corporation 
Three-Year  Source  of  Revenue  Summary 
(S  Millions) 


Products/Services 

Fiscal  Year 

1997 

1996 

1995 

Revenue 

S 

Percent 
of  total 

Revenue 

$ 

Percent 
of  total 

Revenue 

$ 

Percent 
of  total 

CBR  products 

$20.4 

57% 

$16.5 

56% 

$9.8 

34% 

Tools  products 

... 

... 

0.4 

1% 

2.2 

8% 

Services  (a) 

15.6 

43% 

12.5 

43% 

16.5 

58% 

Total 

$36.0 

100% 

$29.4 

100% 

$28.5 

100% 

Source:  Inference  Corporation 


(a)  Services  revenue  includes  consulting  services  and  support. 


Market  Financials 

Inference’s  primary  focus  is  on  the  customer 
support  market,  including  external  customer 
support  and  internal  help  desks.  The 
company’s  emphasis  is  on  content 
management  and  retrieval  for  the  problem 
identification  and  resolution  segment. 

Geographic  Markets 

Approximately  59%  of  Inference’s  fiscal  1997 
revenue  was  derived  from  North  America  and 
the  remaining  41%  from  Europe. 

• In  fiscal  1997  North  American  product 
revenue  increased  19%  to  $12.0  million, 


from  $10.1  million  in  fiscal  1996.  North 
American  services  revenue  increased  63%  to 
$9.3  million  in  fiscal  1997,  from  $5.7  million 
the  previous  year. 

• International  product  revenue  increased 
23%  to  $8.3  million  in  fiscal  1997,  from  $6.8 
million  in  fiscal  1996.  International  services 
revenue  fell  8%  to  $6.2  million  in  fiscal 
1997,  from  $6.8  million  the  prior  year. 

A three-year  geographic  source  of  revenue 
summary  is  shown  in  Exhibit  3. 
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Exhibit  3 


Inference  Corporation 

Three-Year  Geographic  Source  of  Revenue  Summary 

(S  Millions) 


Geographic  Market 

Fiscal  Year 

1997 

1996 

1995 

Revenue 

S 

Percent 
of  total 

Revenue 

$ 

Percent 
of  total 

Revenue 

$ 

Percent 
of  total 

N.  America 

$21.4 

59% 

$15.8 

54% 

$19.1 

67% 

International 

14.6 

41% 

13.6 

46% 

9.4 

33% 

Total 

$36.0 

100% 

$29.4 

100% 

$28.5 

100% 

Source:  Inference  Corporation 


Employees 

As  of  January  1997,  Inference  had  223 
employees,  with  115  in  North  America  and 
108  based  in  non-U. S.  countries.  The 
employees  were  segmented  as  follows: 


Marketing  and  sales 76 

Customer  support 15 

Consulting  services 63 

Product  development 38 

Administration  and  finance 31 


223 

The  company  currently  has  216  employees. 

Key  Products  and  Services 

Products 

CBR  Content  Navigator  (CBR  CN) 

CBR  CN,  Inference’s  principal  product,  is  a 
suite  of  client/server  and  Internet  applications 
that  provide  access  to  case  bases  that 
reference  structured  and  unstructured 
corporate  knowledge. 

CBR  CN  supports  Microsoft  Windows  95, 
Windows  NT,  and  other  operating  systems.  It 
is  also  designed  to  support  various  database 
management  systems. 


The  CBR  family  of  products  includes  the 
following  products: 

CBR  Express  Acquisition  Products 

• CBR  Express  Professional  Author  is  a 
knowledge  creation  and  maintenance 
application  designed  to  capture  and 
update  cases  quickly. 

• CBR  Express  Generator  is  an  application 
that  allows  users  to  create  a case  base 
representation  that  summarizes  a set  of 
documents,  allowing  access  to  information 
in  Microsoft  Word,  tech  notes,  Lotus  notes, 
or  HTML  pages,  among  other  formats. 

• CBR  Express  Reports  is  an  integrated  set 
of  tools  used  to  manage,  test,  and  report 
on  the  consistency  and  validity  of  the 
content  in  a case  base. 

In  the  future,  Inference  plans  to  release  the 
CBR  Content  Navigator  product  family  that 
will  include  development  kits  for  embedding 
and  customizing  CBR  Content  Navigator’s 
search,  acquisition,  and  management 
technologies. 
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CasePoint  Search  and  Retrieval  Products 
The  CasePoint  viewer  is  the  primary  end-user 
search  interface  for  CBR  information  bases. 
CasePoint  is  offered  in  the  following  services: 

• CasePoint  Standard  is  a search  and 
retrieval  application,  available  as  a 16-  or 
32-bit  product.  It  can  be  deployed  in  a 
standalone,  file-server,  or  client/server 
environment.  CasePoint  Standard 
provides  dialogue-based  interface  that 
requests  further  input  until  the  solution  is 
located. 

• CasePoint  Professional  is  a 32-bit  search 
and  retrieval  application  for  corporate 
knowledge  and  offers  the  dialogue  base  of 
the  CasePoint  Standard  and  a new  visual 
folder-based  view  of  content. 

• CasePoint  Verity  Search  is  an  option  to 
CasePoint  Professional  that  integrates  and 
provides  access  to  documents  using  Verity 
TOPIC. 

• CasePoint  Webserver  is  an  interactive 
World  Wide  Web  application  that  allows 
customers  direct  access  to  troubleshooting 
information  and  product  information 
without  having  to  wait  to  contact  a service 
agent. 

• The  Knowledge  Publishing  Division 
publishes  a selection  of  ready-to-use 
content  for  technical  support.  It  was 
formed  to  provide  off-the-shelf  content  to 
users  and  help  desks.  Products  include  a 
set  of  CBR-optimized  prepackaged 
knowledge  based  on  content  developed  by 
third-party  sources. 

In  March  1997,  Inference  announced 
CasePoint®  Webserver  Version  2.1,  which 
introduces  Inference  Find™,  a knowledge 
search  tool  for  intranets,  extranets,  and  the 
Internet. 


Inference  Find  provides  Web-based  access  and 
management  of  information  through 
intelligent  meta-search.  This  tool  adds  value 
to  standard  search  engines  by  “clustering”  or 
organizing  hits  into  logical  groupings, 
eliminating  the  need  to  weed  through 
hundreds  of  documents. 

Services 

Inference  has  a worldwide  customer  services 
organization  that  provides  consulting  services, 
technical  support,  and  training  and  education 
services. 

Clients 

Inference  has  granted  licenses  to  over  500 
customers  for  use  by  more  than  500,000  end 
users  in  over  31  countries.  Some  of  the 
customers  include  3Com  Corporation,  Compaq 
Computer  Corporation,  Gateway  2000,  Inc., 
Group  Bull,  Hewlett-Packard  Company,  Intel 
Corporation,  IBM,  NCR  Corporation, 
Autodesk,  Broderbund  Software,  Intergraph, 
Lucas  Arts  Entertainment,  PeopleSoft,  Inc., 
Symantec,  Halifax  Building  Society, 

Rabobank  Nederland,  Orange  Personal 
Communications  Services,  Ltd.,  and  Kemira. 

Marketing  and  Sales 

Inference  now  markets  and  sells  its  software 
and  services  in  North  America  through  its 
direct  sales  organization,  which  is  segmented 
along  vertical  industry  lines,  and  a channels 
sales  group  dedicated  to  the  OEM  and  VAR 
partners. 

Inference  products  are  available  through  15 
distributors  in  Australia,  Brazil,  Finland, 
India,  Indonesia,  Israel,  Italy,  Japan, 
Malaysia,  Russia,  Saudi  Arabia,  Singapore, 
South  Africa,  Spain,  and  Sweden. 
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Alliances 

Inference  maintains  partnerships  supporting 
the  sales,  support,  and  distribution  of  the 
CBR  Content  Navigator  product  line: 

OEM  Partners  include  Astea/Bendata, 
Cybermedia,  Datawatch,  DK  Systems,  Intel, 
Royal  Blue,  Scopus,  Symantec,  Versatility, 
and  VYCOR/McAfee. 

VAR  Partners  include  Amdahl,  Brightware, 
Cerner,  MGV  America,  Opcom,  Quintus,  RTS, 
Utopia,  and  Vantive. 


Marketing  Partners  include  Baystone 
Software,  Brock  International,  Computer 
Associates,  Clarify,  Onyx  Software,  Remedy, 
and  RISCmanagement. 

System  Integrator  Partners  include  IBM 
Global  Services  and  Perot  Systems. 

Competition 

Inference’s  major  competitors  include  Answer 
Systems,  Inc.,  Astea  International,  Inc., 
Clarify,  Inc.,  KBI,  Magic  Solutions,  Malloy 
Group,  Platinum  Technologies,  Professional 
Help  Desk  (PHD),  ServiceSoft,  Software 
Artistry,  Inc.,  and  SystemSoft. 
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INFORMATION  RESOURCES,  INC. 

150  North  Clinton  Street 
Chicago,  IL  60661 
Phone:  (312)  726-1221 

Fax:  (312)726-0360 


Chairman  & CEO: 
Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
FYE: 


Gian  Fulgoni 
Public 
OTC 
1,681 
$276,362,000 
12/31/92 


Key  Points 


• Information  Resources,  Inc.  (IRI)  provides  a variety  of  information 
services,  include  the  construction  of  a large,  nationally 
representative  scanner  data  base.  IRI  has  positioned  this  data  base 
with  proprietary  production  and  applications  software  designed  to 
leverage  its  customer  base  and  deliver  value-added  information. 

• The  company  made  a strong  push  into  UNIX  markets  in  1992  by 
announcing  support  for  a variety  of  UNIX  platforms,  including  SUN 
UNIXR,  HP-UXR  from  Hewlett-Packard,  Digital  Equipment 
Corporation's  ULTRIXR,  and  IBM  AIXR. 

• In  June  1992,  the  IRI  joint  venture,  IRI  European  Information 
Services,  completed  the  acquisition  of  NMRA  Retail  Audit  Ltd.,  one 
of  the  remaining  businesses  of  AGB,  the  U.K.  market  research 
company.  IRI  owns  60%  of  the  joint  venture  along  with  Addison 
Consultancy  of  the  U.K.  and  GfK  of  Germany.  This  acquisition 
supports  IRI's  strategic  focus  on  increasing  international  sales. 

• IRI  has  announced  plans  for  the  development  of  a new  product 
offering  called  LogiCNet,  which  stands  for  "logistics  communication 
network."  LogiCNet  will  provide  manufacturers  with  "real-time" 
access  to  sales  and  inventory  data  for  their  key  retail  accounts  as  well 
as  forecasts  of  those  retailers'  future  product  needs. 

• On  November  17,  1992,  IRI  and  Catalina  Marketing  Corporation 
announced  the  formation  of  a joint  venture  company,  Catalina 
Information  Resources,  Inc.  Catalina  Information  Resources  will 
provide  customers  with  enhanced  decision  making  capabilities  in  the 
critical  areas  of  monitoring  retail  stock  conditions  at  store  level. 
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IRI  provides  proprietary  data  bases,  analytic  models,  and  decision 
support  software  to  enable  consumer  packaged  goods  manufacturers  to 
make  better-informed  decisions  in  selling  and  marketing  products. 

IRI's  decision  support  products  and  executive  information  systems  are 
also  used  across  a wide  range  of  industries  worldwide. 


Information  Resources,  Inc.  was  founded  in  1979  to  apply  new 
technology  to  the  collection  and  analysis  of  market  data  on  consumer 
purchasing.  The  initial  service  was  called  BehaviorScan,  an  electronic 
data  base  of  test  marketing  data. 

Information  Resources  then  launched  InfoScan  in  1987.  InfoScan  took 
the  idea  of  a single-source  marketing  data  base  and  expanded  the  data 
base  into  a nationally  representative  sample. 

In  1993,  IRI  offers  information  services  and  software  products  and 
services. 


IRI  maintains  branch  offices  in  Los  Angeles  and  San  Francisco  (CA), 
Darien  (CT),  Fairfield  (NJ),  New  York,  Philadelphia  (PA)  and 
Cincinnati  (OH). 

International  offices  are  located  in  Australia,  England,  France, 
Belgium,  Germany,  Denmark,  the  Netherlands,  Sweden,  Canada,  and 
Japan. 


Total  1992  revenue  for  IRI  reached  $276  million,  a 24%  increase  over 
1991  revenue  of  $222  million.  A three  year  financial  summary  follows: 
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INFORMATION  RESOURCES,  INC. 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


ITEM 

1992 

1991 

1990 

Revenue 
Percent  increase 

$276,362 

$222,689 

$179,789 

from  previous  year 

24% 

23% 

Income  before 
taxes 

$32,166 

$24,418 

$14,182 

Percent  increase 
from  previous  year 

32% 

72% 

Net  income 
• Percent  increase 

$19,247 

$15,386 

$4,299 

from  previous  year 

25% 

402% 

Earnings 
per  share 

$.78 

$.66 

$.22 

Revenue  growth  in  1992  was  attributed  to  strong  growth  in  IRI's 
software  and  InfoScan  product  lines.  Part  of  the  results  are  attributable 
to  an  increase  in  the  InfoScan  client  base  as  well  as  to  increased 
utilization  of  the  service  by  existing  clients. 

On  October  31,  1990,  IRI  completed  the  spin-off  of  its  wholly  owned 
subsidiary,  VideOcart,  Inc.  in  a tax-free  distribution. 


Acquisitions  Acquisitions  made  by  IRI  include  the  following: 

. In  June  1992,  IRI  completed  the  acquisition  of  NMRA  Retail  Audit 
Ltd.,  one  of  the  remaining  businesses  of  AGB,  the  U.K.  market 
research  company.  IRI  owns  60%  of  the  joint  venture  along  with 
Addison  Consultancy  (20%  ownership)  of  the  U.K.  and  GfK  (15% 
ownership)  of  Germany. 

. IRI  announced  on  May  14,  1992,  that  it  had  completed  an 

acquisition  of  the  privately  held  company  Towne-Oller  & Associates, 
Inc.  Towne-Oller  is  in  the  business  of  tracking  deliveries  of  health 
and  beauty  aid  products  from  retailer  and  wholesaler  warehouses  to 
11,000  individual  drug  stores  and  31,000  individual  grocery  stores. 
Towne-Oller  was  the  only  supplier  of  such  data  to  the  U.S.  consumer 
packaged  goods  industry. 
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In  early  1989,  IRI  acquired  Javelin  Software  Corporation  for  an 
undisclosed  sum.  Javelin  Software  Corporation  develops  and 
markets  Javelin  PLUS,  a financial  modeling  product  for 
microcomputers. 

In  October  1988,  IRI  acquired  the  assets  of  Industry  Systems 
Development,  Inc.(ISD)  for  an  undisclosed  amount.  ISD  develops 
and  markets  retail  automation  software  products. 

Effective  January  1,  1987,  IRI  acquired  ABA  Groups,  Inc.,  which 
markets  several  computer  and  data  base  services.  The  transaction 
was  effected  by  a trade  of  approximately  612,000  common  shares  of 
IRI  for  all  issued  and  outstanding  shares  of  ABA  Groups,  Inc. 
Immediately  subsequent  to  the  merger,  the  name  ABA  Groups,  Inc. 
was  changed  to  ABA/IRI,  Inc. 


Key  Products  and  IRI's  products  and  services  are  composed  of  data  base  processing 
Services  services  and  software  license  fees  (termed  "software  support  services" 

by  IRI),  marketing  strategies  testing  and  sales  of  IRI  data  base 
information  (termed  "information  services"  by  IRI).  A three-year 
source  of  revenue  summary  follows: 


INFORMATION  RESOURCES,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

1992 

1991 

1990 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

• INFORMATION 
SERVICES 

$192,374 

70% 

$156,919 

70% 

$128,358 

$76% 

• SOFTWARE  SUPPORT 
SERVICES 

$83,988 

30% 

$65,770 

30% 

$51,431 

24% 

TOTAL  REVENUE 

$276,362 

$222,689 

$166,700 

SOFTWARE  PRODUCTS  GROUP 
Consumer  Products  Division 

The  Consumer  Products  Division  (CPD)  delivers  decision  support 
software  solutions  to  the  consumer  packaged  goods  industry. 
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DataServer™,  a powerful  decision  support  application  designed 
specifically  for  packaged  goods  marketing  and  sales,  is  used  as  a 
foundation  to  deliver  a family  of  expert  systems  called,  "The  Partners" 
(BrandPartner™,  SalesPartner™  and  PromotionManager™).  These 
integrated  expert  systems  help  brand  managers,  sales  managers,  and 
field  sales  personnel  quickly  obtain  sales  and  marketing  information 
derived  from  scanner  data. 

DataServer  is  a relational  data  base  management  system  designed 
specifically  for  scanner-based  marketing  information  applications. 
DataServer  is  a mainframe-based  product  using  pop-up  windows  and 
mouse  control  technology. 

• DataServer  offers  seamless  interfaces  to  many  popular  PC  software 
products,  including  LOTUS  and  Ventura  Publisher. 

• DataServer  is  built  on  the  language,  EXPRESS,  acquired  by  IRI  in 
1985. 

The  Consumer  Products  Division  works  closely  with  the  Information 
Services  Group  to  take  advantage  of  InfoScan's  unique  data  structures. 

APOLLO™  Space  Management  Software  is  a software  package 
designed  to  aid  consumer  packaged  goods  vendors  in  shelf  layout 
design.  The  product  utilizes  scanner  data  to  help  the  user  design  a 
retail  shelf  set  that  meets  retail  and  customer  needs.  In  1991,  Apollo 
BriefCase™,  a Windows-based  space  management  system,  was 
introduced. 

IRI/ISD's  CORE  is  a software  product  designed  to  control 
communications  to,  from  and  within  a store  among  like  and  disparate 
systems. 

General  Systems  Division 

The  General  Systems  Division  of  the  Software  Products  Group  offers 
decision  support  software  (DSS)  and  executive  information  systems 
(EIS). 

EXPRESSR/EIS  is  a leading  executive  information  system  that 
combines  EIS  ease  of  use  with  a decision  support  system. 

In  1991,  IRI  introduced  Javelin™  for  EXPRESS,  a new  application 
that  combines  the  flexibility  and  ease  of  use  of  Javelin  with  the  power 
and  large  data  handling  capabilities  of  EXPRESS. 
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Clients 


INFORMATION  SERVICES  GROUP 

InfoScanR,  the  syndicated  information  service,  is  the  flagship  product  of 
the  Information  Services  Group. 

InfoScanR  tracks  sales  of  all  brands  on  a national  and  local  level,  taking 
into  account  variances  in  price,  advertising  and  promotional  activities. 

InfoScan's  nationally  representative  sample  includes  64  major 
metropolitan  markets.  Sales  information  is  tracked  in  over  70,000 
households,  2,700  supermarkets,  500  drugstores,  and  250  mass 
merchandisers. 

BehaviorScanR  is  IRI's  principal  testing  service  for  gathering  marketing 
data.  BehaviorScan  tracks  the  purchasing  habits  of  members  of  a 
consumer  panel. 

• The  panel  members  shop  at  participating  stores  just  as  any  other 
consumer,  except  they  identify  themselves  with  a panel  membership 
card  at  the  checkout  counter.  Panel  members  purchases  are  then 
recorded  using  UPC  scanning  systems. 

• Panel  members'  TV  advertising  intake  is  also  regulated  and 
monitored  using  "targetable  TV,"  a system  by  which  different 
advertising  can  be  sent  to  different  homes  watching  the  same  TV 
programs. 


In  June  1992,  Procter  & Gamble  (P&G)  selected  IRI  to  supply  Procter 
& Gamble's  needs  for  U.S.  scanner-based  store  sales  information  for 
the  entire  company.  This  announcement  represents  an  extension  of 
IRI's  current  business  with  selected  P&G  sectors  and  divisions. 

Other  representative  U.S.  IRI  clients  are:  Bristol-Myers,  Kellogg,  USA 
R.J.  Reynolds  Tobacco,  S.C.  Johnson  & Son,  McNeil  Consumer 
Products,  Clairol  Inc.,  Campbell  Soup  Company,  H.J.  Eleinz, 
Transamerica  Insurance  Group,  The  Kroger  Company,  Pet  Inc.,  E.J. 
Brach  Corporation,  Sterling  Health  USA  Aberto  Culver  Company, 
Nabisco  Foods  Group,  Geo.  A.  Hormel  & Co.  and  the  Estee 
Corporation. 

International  clients  include:  Le  Printemps,  a diversified  French  firm 
whose  business  includes  retail  stores,  Generale  de  Banque  (Belgium), 
International  Distillers  & Vintners,  Sandoz  Group,  France  Abbey 
National,  pic  (U.K.),  Necsy  (Network  Control  System  SpA)  (Italy), 
Bristol-Myers  Squibb  (Holland). 
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Competitors  IRI's  main  competitor  is  Nielsen  Marketing  Research,  a division  of  Dun 

& Bradstreet. 


Industry  Markets  iri  derived  approximately  95%  of  its  1992  revenue  from  consumer 

packaged  goods  and  non-consumer  packaged  goods  manufacturers. 
Major  clients  include  Nabisco,  Johnson  & Johnson,  Procter  & Gamble, 
General  Foods,  Kellogg,  G.  D.  Searle,  Kraft,  General  Mills,  Quaker 
Oats,  Ralston  Purina,  and  Pepsi-Cola. 

The  remaining  5%  of  1992  revenue  was  derived  from  grocery  stores 
and  grocery  store  chains. 


Geographic  In  1992,  IRI  derived  86%  of  its  revenue  from  the  U.S.  and  14%  from 

Markets  international  sources.  A three-year  geographic  source  of  revenue 

summary  follows: 


INFORMATION  RESOURCES,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  thousands) 


FISCAL  YEAR 

1992 

1991 

1990 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$241,607 

87.5% 

$198,885 

89.3% 

$155,533 

86.5% 

FOREIGN 

$34,755 

12.5% 

$23,804 

10.7% 

$24,256 

13.5% 

TOTAL 

$276,362 

100% 

$222,689 

100% 

$179,789 

100% 

Computer 
Hardware  and 
Software 


IRI  maintains  various  IBM  mainframes  and  microcomputers,  DEC  and 
Prime  minicomputers,  and  Compaq  systems  in  its  U.S.  and 
international  offices. 

In  1991,  IRI  opened  a new  Data  Center  with  three  IBM  3090  model 
600E  computers  and  several  smaller  mainframes.  It  is  one  of  the 
largest  computer  facilities  in  Chicago. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 

July  1996 

Infonet  Service 

>s  Corporation 

Chairman 

& President:  Jose  A.  Collazo 

2100  East  Grand  Avenue 
El  Segundo,  CA  90245-1022 
Phone:  (310)  335-2600 

Fax:  (310)  335-2876 

mfnimf 

E ■ ■ ■ w ■ ■ w E 

Status:  Privately-Owned  Company 

Employees:  2,000* 

Revenue:  $325,000,000* 

Fiscal  Year  End:  12/31/95 

* INPUT  estimates 


Key  Points 

• Established  in  1970,  Infonet  Services 
Corporation  is  one  of  the  world’s  leading 
global  network  services  companies. 

• In  July  1996,  the  company  launched 
Integrated  Media  (voice,  fax,  and  data) 
Services  on  its  next  generation  World 
Networkplus  backbone. 

• Infonet  recently  announced  the  first 
available  release  of  its  SiteWise  LAN 


management  services.  These  services  help 
companies  alleviate  the  burden  and  high 
cost  of  managing  distributed  network 
communications  systems,  LAN  application 
servers,  and  desktop  systems  at  their 
central  site  and  remote  offices  on  a 24-hour, 
seven-day  basis. 

• In  May  1996,  Infonet  reported  that  users 
will  be  able  to  gain  local  access  to  its  World 
Network  from  the  XXVTth  Olympiad  venues 
via  remote  DialXpress  services.  As  a result, 
Olympic  sponsors,  organizers,  service 
providers,  and  media  covering  the  games 
will  be  able  to  access  their  hosts  anywhere 
in  the  world  by  dialing  a toll-free  888 
number. 
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• In  May  1996,  Infonet  introduced  DialXpress 
services  that  support  asynch,  X.25,  TCP/IP, 
and  frame  relay  protocols  and  allow  remote 
users  to  access  its  World  Network  through 
analog  (V.34)  or  digital  (ISDN)  interfaces. 
The  company  also  announced  optional 
DialXpress+  services  for  companies  with 
mission-critical  remote  access  management 
needs.  These  services  provide  additional 
capabilities  for  managing,  controlling,  and 
protecting  network  environments  and  end- 
user  communications. 

• In  April  1996,  Infonet  introduced  NOTICE 
Server,  a globally  managed  service  for  users 
of  the  newly  released  Microsoft  Exchange 
Server.  This  enhances  the  Workplace 
Messaging  Services  that  are  part  of  Infonet’s 
Global  Workplace  offering. 

• In  April  1996,  Infonet  became  the  first 
value-added  global  telecommunications 
provider  to  be  awarded  registration  to  the 
ISO  9002  Quality  Standard. 

• In  March  1996,  Infonet  announced  Global 
Workplace,  which  provides  integrated 
services  such  as  electronic  commerce, 
private  intranet,  multimedia,  workgroup, 
messaging,  directory,  and  LAN 
management,  to  provide  corporations  with  a 
unified  tool  set  for  conducting  global 
business. 

Company  Description 

Infonet  Services  Corporation  is  a leading 
provider  of  international  communications 
solutions  to  global  enterprises.  Infonet 
specializes  in  end-to-end  globally  managed 
value-added  services  and  networks. 

Infonet’s  offerings  include: 

• Global  Integrated  Media  Services 


• Worldwide  Public  and  Virtual  Private  Data 
Network  (VPDN)  services 

• Frame  Relay  services 

• Global  INFOLAN  TCP/IP  services 

• Private  Intranet  services 

• Public  Internet  services 

• Global  Workplace  application  services 

• Workplace  Messaging  Services  (NOTICE) 

• PerspeXion  network  management 
information  services  for  the  client  site 

• SiteWise  LAN  management  services 

The  company  currently  services  more  than 
20,000  user  sites  in  more  than  175  countries 
worldwide. 

Shareholders 

Infonet  is  currently  jointly  owned  by  seven 
leading  telecom  operators  in  Europe  and  the 
Asia/Pacific  region.  Infonet’s  equity  shares 
are  divided  among: 

• Australia’s  Telstra  Corporation  (14.2%) 

• Belgium’s  Belgacom  (14.5%) 

• Japan’s  Kokusai  Denshin  Denwa  (KDD) 
(13.3%) 

• The  Netherlands’  KPN  (14.5%) 

• Spain’s  Telefonica  Internacional  (14.5%) 

• Sweden’s  Telia  International  (14.5%) 

• Switzerland’s  Swiss  PTT  (14.5%) 

The  following  exhibit  on  the  following  page 
shows  which  Infonet  shareholders  (KPN, 
Swiss  Telecom,  Telefonica,  and  Telia)  are  in 
the  Unisource  consortium  and  which  ones 
(KDD  and  Telstra)  are  part  of  WorldPartners. 
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Exhibit 

Infonet’s  Relationship  with  Other  Industry  Players 


The  above  exhibit  also  shows  Infonet’s 
marketing  agreements  with  providers  (AT&T, 
Hong  Kong  Telecom,  the  Philippines  Long 
Distance  Co.,  Singapore  Telecom,  and 
Unisource)  who  are  also  in  the  Uniworld  and 
WorldPartners  camps. 

It  is  important  to  note,  however,  that  Infonet 
is  a private  company,  not  a consortium. 

• For  this  reason,  shareholder  matters  have 
no  bearing  on  operational  issues  in  terms  of 
how  Infonet  goes  about  its  business  of 


Source:  Infonet  Services  Corporation 

delivering  and  ensuring  high-quality  global 
network  services  on  a daily  basis. 

• Ownership  and  operations  decisions  are 
purposefully  kept  separate  in  order  for 
Infonet  to  concentrate  solely  on  meeting 
customers’  global  data  needs. 

• Infonet  customer  contracts  are  with  Infonet, 
not  Infonet’s  owners. 
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Infonet  Global  Solution  Providers 

To  make  its  services  available  to  an 
increasingly  larger  share  of  the  global 
marketplace,  the  company  has  established 
Infonet  Global  Solution  Providers  and  is 
pursuing  other  similar  relationships  on  a 
worldwide  basis.  Current  Infonet  Global 
Solution  Providers  include  the  following: 

• AT&T  offers  Info  net’s  World  Network 
services  outside  the  U.S.  to  U.S. -based 
customers  with  global  data  communication 
requirements.  AT&T  is  also  offering  global 
access  to  the  AT&T  InterSpan  Frame  Relay 
service  through  Infonet’s  dial  and  dedicated 
connectivity. 

• Deutsche  Telekom  continues  to  leverage  its 
longstanding  and  successful  marketing 
agreement  with  Infonet  to  offer  global  value- 
added  services  to  its  customers  in  Germany. 

• Northern  Telecom  (Nortel)  and  Infonet  have 
teamed  up  to  develop  sales  opportunities  for 
Nortel’s  Magellan  Passport  switch  and 
Infonet’s  globally  managed  World  Network 
services. 

• Unisource  has  a nonexclusive  agreement 
that  allows  it  to  offer  improved  global  data 
services  to  European  customers  by 
leveraging  Infonet’s  World  Network  to 
extend  their  reach  beyond  the  borders  of 
Europe. 

Operations  and  Structure 

Infonet  is  staffed  and  equipped  to  serve  as  the 
single  point  of  accountability  for  all  customer 
operations.  Its  offices  in  57  countries  are 
well-established  organizations  that  specialize 
in  providing  global  end-to-end  implementation 
and  support.  The  technical  experts  staffing 
these  offices  handle  local  circuit  procurement, 
installation,  integration,  training,  and 


customer  hotline  calls  in  their  respective 
nations. 

Global  Connect  Services 
As  part  of  Infonet’s  Global  Connect  offering, 
local  in-country  Infonet  representatives  will 
procure  the  necessary  third-party  equipment 
for  customers,  including  switches,  PADs, 
modems,  DSUs,  VSAT  customer  premise 
equipment,  routers,  terminal  adapters/ 
servers,  and  private  dedicated  access  lines. 
Their  objective  is  to  obtain  equipment  that 
will  optimize  the  price/performance  of  each 
customer’s  network. 

These  in-country  specialists  will  in  turn 
arrange  for  the  local  telephone  companies  to 
install  customer  lines  and  modems  and  will 
personally  verify  that  all  connections  are 
working  correctly  throughout. 

24x7  Management/ Support 

Infonet  electronically  monitors  each 
customer’s  network  and  messaging  services  24 
hours  a day,  seven  days  a week  from  its 
strategically  integrated  Network  Control 
Centers  in  California  and  Belgium. 

• State-of-the-art  monitoring  and  control 
equipment  provides  a real-time,  global  view 
of  all  services  with  built-in  alarms  that 
sound  off  early  warnings  when  a 
degradation  or  failure  is  about  to  occur. 

• Whenever  users  need  immediate  assistance 
in  their  native  languages,  they  can  call 
Infonet’s  in-country  help  desks  during 
normal  business  hours,  regional  help  desks 
with  extended  hours,  and  the  24-hour 
Global  Support  Center  in  California  that 
never  closes. 

• Should  a problem  require  on-site  resolution, 
Infonet  Support  Center  personnel  will 
contact  one  of  Infonet’s  international 


Page  4 of  13 


INPUT  1996.  Reproduction  prohibited. 


Infonet  Services  Corporation 
July  1996 


INPUT  Vendor  Profile 


troubleshooters.  These  troubleshooters  are 
on  24-hour  alert  in  major  cities  throughout 
the  world  and  can  be  dispatched  to  any  of 
20,000  globally  dispersed  user  sites  at  a 
moment’s  notice. 

• If  the  root  cause  of  a performance  issue  is 
extremely  difficult  to  pinpoint  and  fix,  it  is 
assigned  to  one  of  Infonet’s  three  global 
network  diagnostic  centers.  Staffed  by 
Infonet’s  most  qualified  engineers,  these 
integrated  facilities  in  the  Asia/Pacific 
region,  Europe,  and  the  Americas  specialize 
in  finding  and  remedying  the  root  causes  of 
complicated  network  performance  issues  in 
every  time  zone. 

Company  Strategy 

Infonet  remains  focused  on  its  stated  strategy, 

which  includes: 

• The  continued  expansion  of  the  global 
network  presence  and  support 
infrastructure  Infonet  started  building  more 
than  25  years  ago 

• Continued  introduction  of  new  value-added 
products  and  services  to  enhance  its 
competitive  position  in  the  marketplace 

Handling  Multimedia  Traffic 

As  a result  of  its  agreement  with  Nortel, 

Infonet  has  deployed  the  world’s  largest 

network,  using  Magellan  Passport  160s  for 


trunk-level  switching  on  its  next-generation 
core  backbone,  known  as  World  NetworkPlus. 

• In  the  process,  Infonet  has  consolidated 
global  variable-bit-rate  traffic  from  its 
already  established  World  Network  portfolio 
(PDN,  VPDN,  and  INFOLAN)  over  this 
single,  high-speed  backbone  network. 

• Meanwhile,  Infonet’s  next-generation  high- 
speed World  Networkplus  backbone  has  also 
set  the  stage  to  handle  worldwide 
multimedia  traffic  and  support  additional 
services,  including  ATM  and  ISDN,  as  they 
become  more  internationally  viable. 

Financials 

INPUT  estimates  that  Infonet’s  worldwide 
calendar  1995  revenue  was  $325  million,  a 
16%  increase  over  calendar  1994  revenue  of 
$280  million.  A five-year  revenue  summary  is 
shown  below. 

Infonet’s  standard  portfolio  of  World  Network 
services  (X.25  PDN/VPDN,  INFOLAN  IP, 
Private  Intranet,  and  Frame  Relay)  will 
continue  to  be  the  mainstays  of  its  revenue 
stream.  The  company,  however,  anticipates 
that  its  DialXpress  offering,  Global  Workplace 
solutions,  and  recently  announced  Integrated 
Media  Services  will  be  strong  revenue 
contributors  in  1996. 


Infonet  Services  Corporation 
Five-Year  Revenue  Summary* 
($  Millions) 


Calendar  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$325.0 

$280.0 

$240.0 

$190.0 

$150.0 

• Percent  change  from 
previous  year 

16% 

17% 

26% 

27% 

N/A 

* INPUT  estimates. 
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Infonet  introduced  global  Integrated  Media 
Services  in  mid-July  1996.  The  company  now 
offers  these  services  in  more  than30  countries 
by  combining  voice,  fax,  and  data  over  its  end- 
to-end  managed  next-generation  World 
Networkplus  backbone.  As  a result,  Infonet  is 
one  of  the  world’s  largest  providers  of 
integrated  voice,  fax,  and  data 
communications  and  one  of  the  biggest  Global 
Voice  Private  Networks  for  corporate  on-net  to 
on-net  usage. 

• Infonet  will  seamlessly  integrate  voice  and 
fax  into  a customer’s  existing  X.25,  TCP/IP 
or  Frame  Relay  Virtual  Private  Network. 

In  the  process,  Infonet  will  offer  a flexible 
dial  plan  that  enables  customers  to  keep 
their  existing  telephone  numbering 
schemes,  thereby  minimizing  disruptions  to 
their  daily  business. 

• In  essence,  Infonet  gives  users  a “Global 
Virtual  PBX”  (patent  pending)  that  permits 
them  to  call  any  of  their  worldwide  offices  at 
any  time  for  much  less  than  what  it  would 
cost  them  to  make  the  same  call  over  public 
telephone  lines.  It  is  therefore  estimated 
that  customers  who  sign  up  for  these 
services  will  be  able  to  shave  as  much  as 
20%  off  the  telecom  bills  they  currently 
receive  from  different  vendors  in  each 
country. 

• Furthermore,  the  unified  billing  system 
Infonet  has  developed  for  these  customers 
gives  them  one  worldwide  telephone  and  fax 
invoice,  complete  with  global  discounts,  in 
the  format,  media,  currency,  and  language 
of  their  choice. 

By  assuming  a leadership  role  in  the  long- 
awaited  convergence  of  communication 
services,  Infonet  is  well  positioned  for  future 
growth. 


It  is  projected  that  1996  revenue  will  exceed 
$360  million. 

Market  Financials 

Approximately  90%  of  Infonet’s  existing 
customer  base  is  concerned  with  mission- 
critical  global  data  applications.  These 
include  enterprises  with  heavy  concentrations 
in  the  transportation,  retail,  pharmaceutical, 
electronics,  financial,  shipping,  software, 
textile,  hotel,  entertainment,  and  chemical 
industries. 

It  is  estimated  that  24%  of  the  world’s  top 
1,000  multinational  firms  use  Infonet’s 
international  value-added  network  services. 

INPUT  estimates  that  Infonet’s  revenue  is 
derived  approximately  as  follows: 

• Approximately  75%  of  revenue  comes  from 
managed  network  services,  including 
Infonet’s  Public  Data  Network  (PDN), 
Virtual  Private  Data  Network  (VPDN), 
Frame  Relay,  INFOLAN  TCP/IP,  and 
Private  Intranet/Internet  services,  as  well 
as  DialXpress  remote  access  services  and 
multimegabit  backbone  services. 

• Fifteen  percent  of  revenue  comes  from 
customized  network  services,  including 
domestic  and  international  hybrid  and 
private  network  services. 

• Ten  percent  of  revenue  comes  from 
applications  services,  including  electronic 
commerce,  messaging,  and  workgroup 
solutions. 

Geographic  Markets 

INPUT  estimates  that  approximately  55%  of 
Infonet’s  1995  revenue  originated  from  the 
U.S.,  30%  from  Western  Europe,  10%  from  the 
Asia/Pacific  Rim,  and  5%  from  the  rest  of  the 
world. 
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Employees 

Infonet  currently  has  an  estimated  2,000 
employees,  of  which  about  600  are  located  in 
the  U.S.  and  the  remainder  are  based  in 
various  international  locations  worldwide. 

Key  Products  and  Services 

Info  net’s  services  can  be  broken  down  into 
three  categories: 

• The  World  Network 

• The  Global  Workplace 

• World  Support  Services 

The  World  Network 

Through  the  World  Network,  Infonet  provides 
global  connectivity,  global  LAN-to-WAN 
services,  and  packaged  messaging  services. 
The  World  Network  primarily  targets  buyers 
of  data  communications  systems. 

X.25  Network  Services — Infonet  offers  a range 
of  managed  X.25  network  services  that  are 
accessible  in  about  175  countries  for  global 
communications. 

• Infonet’s  DialXpress  service  speeds  range 
from  1200  bps  up  to  28,800  bps.  Speeds  for 
dedicated  links  range  from  9,600  bps  up  to 
64,000  bps. 

• Infonet  offers  clients  a complete  migration 
path  to  meet  their  global  network 
communications  requirements. 

- For  relatively  low-volume,  low-speed 
usage  from  points  distributed  around  the 
world,  users  can  choose  Infonet’s  public 
data  network  (PDN)  services. 

- As  usage  and  network  performance 
demands  increase,  users  can  migrate  to 
Virtual  Private  Data  Network  (VPDN) 
services.  Mesh  and  star  topologies  are 


available  worldwide  with  speeds  up  to 
Tl/El. 

Frame  Relay — Infonet  expanded  its  portfolio 
of  World  Network  services  in  1994  to  include 
frame  relay,  which  routes  multiple  LAN 
protocols  in  native  mode.  Access  port  speeds 
range  from  9.6  Kbps  up  to  the  Tl/El  level. 
Service  is  available  in  more  than  34  countries. 

• Infonet’s  Frame  Relay  offering  affords 
customers  additional  flexibility.  For 
example,  customers  can  sign  up  for  PVC 
committed  information  rates  up  to  1024 
Kbps  that  give  data  transmissions  from 
their  key  sites  a higher  priority  during  peak 
traffic  periods. 

• The  provider’s  Frame  Relay  service  also 
protects  clients’  existing  investments  in 
customer-premise  routers,  such  as  Timeplex 
TL  100s  and  IBM  6611s  and  3745s,  as  well 
as  those  from  Cisco,  Bay  Networks 
(Wellfleet),  Proteon,  CrossCom,  Digital,  and 
3Com. 

• Customers  can  have  Infonet  manage  down 
to  the  Cisco  or  Bay  Networks  router  level  on 
their  sites. 

TCP/IP  Services — Infonet  has  been 
addressing  the  LAN  interconnection  market 
with  its  INFOLAN  TCP/IP  family  of  services 
since  1991. 

• In  fact,  with  90%  of  Infonet’s  LAN 
interconnect  revenues  derived  from  the 
international  market,  the  company  appears 
to  be  the  leader  in  the  international  public 
LAN  interconnection  services  market. 

• INFOLAN  is  the  world’s  largest  native 
wide-area  TCP/IP  network  service,  covering 
34  countries.  This  service  is  distinguished 
by  the  fact  that  Infonet  manages  the 
network  down  to  the  router  on  the  customer 
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premise  and  offers  more  access  options 
(dedicated,  asynch  dial,  and  ISDN)  than  any 
other  LAN  connectivity  service  provider. 

• Infonet  has  three  INFOLAN  DialXpress 
services.  DialXpress  Branch  Office  provides 
multinational  corporations  with  LAN- LAN 
connectivity  for  branch  offices  using  asynch, 
Switched  56  or  ISDN  access  options. 
DialXpress  On-the-Road  and  DialXpress 
Telecommute  target  mobile  or  home 
workers,  allowing  them  to  access  the  main 
office  or  other  branch  locations. 

The  management  cost  of  implementing  and 
operating  a remote  LAN  outer  network  can 
be  up  to  40%  of  the  total  cost.  To  date, 
Infonet  is  the  only  provider  assuming  this 
management  responsibility  for  the  dial-up 
market.  Infonet  takes  care  of  procurement, 
configuration,  installation,  maintenance, 
monitoring  of  dial-up  routers  on  the 
customer’s  premise,  and  ongoing 
management  of  equipment. 

Infonet  has  established  a gateway  between  its 
X.25  Public  Data  Network  and  INFOLAN  so 
that  Internet  Protocol  (IP)  and  X.25  clients 
can  use  both  networks.  Infonet  has  also 
implemented  an  asynchronous-to-Telenet 
gateway  to  allow  global  asynchronous  dial 
access  to  IP  hosts  on  the  INFOLAN  network. 
INFOLAN  clients  may  also  communicate  with 
hosts  on  the  Internet  via  Infonet’s  Internet 
Gateway. 

Private  Intranet  Services — Infonet  also  offers 
a family  of  Private  Intranet  Services  to  meet 
companies’  global  Web  site  networking  and 
workgroup  application  needs. 

• These  services  are  based  on  a native  TCP/IP 
implementation,  so  users  can  employ  the 
same  addressing  schemes,  navigational 
structure,  and  tools  they  rely  on  at  home  to 
browse  the  public  Internet.  For  this  reason, 


most  companies  find  this  approach  less 
risky  than  strategies  involving  other  data 
access  client/server  tools. 

• Customers  also  benefit  from  geographic 
coverage  equal  to  that  of  the  public  Internet, 
managed  bandwidth,  and  a worldwide  local 
support  infrastructure. 

• Infonet’s  globally  managed  Private  Intranet 
Services  are  accessible  via  dial-up,  ISDN, 
and  dedicated  links  and  backed  by  on-site 
TCP/IP  experts  in  the  major  business 
centers  of  the  world. 

• These  services  ensure  strong  security 
features  that  prevent  unauthorized  access  to 
corporate  systems.  However,  if  at  some 
point  a company  wants  to  connect  its  private 
intranet  to  the  public  Internet,  it  can  do  so 
with  a subscription  to  Infonet’s  Internet 
Services.  Infonet  will  in  turn  provide  a 
firewall  between  the  company’s  internal 
corporate  applications  and  the  public 
Internet. 

Public  Internet  Services — In  addition  to 
implementing  firewalls  as  part  of  its  public 
Internet  services,  Infonet  also  performs 
domain  name  services,  registers  IP  addresses 
to  the  Internet  for  customers,  manages  their 
web  pages,  and  offers  home  pages  of 
reasonable  size  for  them  free  of  charge. 

WAN  Management — PerspeXion  is  Infonet’s 
family  of  wide-area  network  management 
information  services  available  to  users  of 
Infonet’s  X.25  PDN/VPDN,  Frame  Relay, 
INFOLAN  IP,  and  Private  Intranet  services, 
as  well  as  hybrid  and  private  network 
solutions. 

• PerspeXion  Link  electronically  delivers 
daily,  weekly,  and  monthly  network 
performance  and  activity  reports  to  the 
customer’s  location. 
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• PerspeXion  Vision  is  a real-time  network 
monitor  on  the  client  site  providing  an  end- 
to-end  graphic  view  of  the  customer’s  ports, 
circuits,  and  routers. 

• PerspeXion  Manage  provides  a single 
window  into  Infonet-managed  hybrid  and 
private  network  solutions.  It,  too,  resides  on 
the  client  site. 

LAN  Management — Infonet’s  new  SiteWise 
LAN  management  services  are  an  example  of 
how  the  company  is  pushing  the  purview  of  its 
network  management  capability  beyond  the 
edge  of  the  WAN.  The  SiteWise  family  of 
services  is  aimed  at  reducing  the  amount  of 
time,  money,  and  resources  companies  must 
devote  to  monitoring,  managing,  and 
administering  their  distributed  LAN-based 
servers  and  desktop  systems. 

• The  first  standardized  LAN  management 
services  release  from  Infonet  is  now 
available  in  the  form  of  SiteWise 
Notification,  SiteWise  Fault  Management, 
and  SiteWise  Reporting. 

- SiteWise  Notification  provides  24  x 7 
monitoring  and  alerts  users  in  a proactive, 
real-time  manner  that  a problem  has  or  is 
about  to  impact  their  LAN-based  systems. 

- SiteWise  Fault  Management  helps  the 
user  create  an  infrastructure  that 
consistently  and  reliably  ensures  that 
LAN-based  system  problems  are  quickly 
addressed  and  that  the  right  resources  are 
leveraged  to  resolve  them  promptly. 

- Regular  status  reports  summarize  trouble 
tickets,  faults,  and  historical  performance 
information.  Additional  SiteWise 
Reporting  provides  information  on  how 
various  LANs  and  systems  are  performing 
and  being  used. 


• The  complete  family  of  SiteWise  LAN 
management  services  will  ultimately  extend 
beyond  network  management  covering  fault 
and  performance  management  of  LAN-based 
systems  to  include: 

- Installation  management  services  for 
assisting  in  the  coordination  of  global  LAN 
installations  and  support  for  adds,  moves, 
and  changes 

- Systems  administration  for  remote 
administration  of  central  and  distributed 
Novell  NetWare,  Microsoft  NT,  and  UNIX 
servers.  (Several  other  server  and 
applications  administration  services  will 
be  available  as  Infonet’s  SiteWise  offering 
is  expanded.) 

- Applications  management  for  remote 
administration  of  client/server 
applications 

- Desktop  services  for  desktop  systems 
management 

The  Global  Workplace 

Infonet  has  traditionally  focused  its  business 
from  the  network  out.  However,  with  the 
introduction  of  Global  Workplace  services, 
Infonet  has  turned  its  business  inside  out  by 
taking  the  high  road  and  focusing  itself  from 
the  user  application  in.  In  doing  so,  Infonet 
has  remained  true  to  its  market  niche — giving 
multinational  organizations  an  even  more 
transparent  network  resource. 

• Accessible  via  Infonet’s  World  Network  in 
175  countries,  the  Global  Workplace 
combines  existing  solutions  for  private 
intranets,  remote  LAN  management,  and 
messaging,  with  new  applications  ranging 
from  multimedia  services  to  electronic 
commerce,  workgroup,  and  directory 
services. 
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• Whether  a client  wants  Infonet  to  integrate 
its  voice,  data,  and  fax;  provide  a private 
intranet;  host  its  Web  page;  manage  its  post 
office  24  hours  a day;  monitor  its  remote 
LANs  during  off  hours;  or  create  a 
collaborative  forum  for  information 
sharing — Infonet  can  provide  all  these 
services  through  the  Global  Workplace. 

Workplace  Messaging  Services — Infonet’s 
NOTICE  family  is  an  integral  part  of  the 
Workplace  Messaging  Services  in  the  Global 
Workplace.  NOTICE  messaging  services  are 
accessible  in  175  countries  via  Infonet’s  World 
Network  and  are  backed  by  local  support  in  57 
nations  as  well  as  administration  and  24- 
hour,  7-day  management.  By  using  these 
services,  a company  can  link  its  various 
departments,  remote  offices,  mobile  users, 
business  partners,  and  customers  in  a fully 
interoperable,  global  messaging  network. 

They  can  do  this  without  making  any 
additional  investments  in  premise-based 
hardware  and  software. 

• NOTICE  Post  Office  allows  a company  to 
escape  the  burden  of  managing  and 
maintaining  its  own  cc:Mail  and  MS  Mail 
Post  Offices,  NetWare  Global  MHS 
Workgroups,  and  SMTP  hosts,  serving  both 
local  and  remote  users. 

• NOTICE  Server  permits  a company  to 
remove  the  internal  resource  drain  of 
managing  its  own  Microsoft  Exchange 
Server,  Lotus  Notes,  and  Novell  GroupWise 
platforms  and  POP  servers.  Like  NOTICE 
Post  Office,  NOTICE  Server  acts  as  a hub 
for  geographically  dispersed  servers,  as  well 
as  a “virtual”  local  post  office  for  remote  and 
mobile  users. 

• NOTICE  Xchange  integrates  a company’s 
disparate  LAN  E-mail  systems  into  a 
cohesive  messaging  network,  allowing  users 
of  Microsoft  Mail,  cc:Mail,  NetWare  Global 


MHS,  and  SMTP  Mail  to  exchange  mail 
with  users  of  any  host,  LAN,  PC,  or 
Internet-based  system. 

• NOTICE  Internet  opens  the  vast  resource  of 
the  Internet  to  NOTICE  subscribers  by 
mapping  proprietary  message  addresses 
from  E-mail  systems  such  as  cc:Mail,  MS 
Mail,  NetWare  Global  MHS,  Novell 
GroupWise,  and  Lotus  Notes  to  Internet 
addresses  for  sending  and  receiving  mail. 

• NOTICE  Reports  is  a value-added 
subscription  service  for  NOTICE  Xchange 
subscribers  that  yields  a comprehensive  set 
of  statistics  enabling  them  to  better  monitor 
and  track  their  messaging  traffic. 

• NOTICE  Offnet  provides  a seamless  link 
between  electronic  communication  facilities 
and  “offnet”  services  such  as  fax  and  telex. 

• NOTICE  Page  allows  users  of  Infonet’s 
NOTICE  family  of  messaging  services  to 
send  E-mail  messages  to  SkyTel 
subscribers. 

• NOTICE  Private  is  a closed  user  group 
messaging  service  that  is  ideal  for  mission- 
critical  messaging.  NOTICE  Private 
provides  secure  exchange  of  E-mail,  binary 
files,  faxes,  and  telexes  on  a transnational, 
intracompany  basis.  NOTICE  Private  also 
supports  two  front-end  clients — PC 
COMplete,  a menu-driven,  DOS-based  client 
for  low-end  PCs,  and  the  Microsoft 
Exchange  Client,  a graphical,  Windows- 
based  application  for  high-end  workstations. 

• NOTICE  400  provides  standards-based 
enterprise-to-enterprise  communication  over 
a global,  1992-standard  X.400  backbone  that 
operates  as  an  ADMD  (Administrative 
Management  Domain)  in  eight  countries 
and  has  32  ADMD  interconnects  throughout 
the  world,  as  well  as  numerous  PRMD 


Page  10  of  13 


©INPUT  1996  Reproduction  prohibited. 


Infonet  Services  Corporation 
July  1996 


INPUT  Vendor  Profile 


(Private  Management  Domain) 
attachments. 

Infonet  considers  itself  a one-stop  shopping 
center  for  both  network-based  messaging 
services  and  private  management  domain 
(PRMD)  or  administrative  management 
domain  (ADMD)  solutions. 

Messaging  Handling  Systems  (MHS) — The 
Messenger  400  family  of  products  from 
Infonet  Software  Solutions  includes 
interoperable  message  servers  (PRMDs  and 
ADMDs)  based  on  X.400  (1992)  specifications. 

• Messenger  400  is  available  on  a range  of 
scalable  UNIX  platforms,  including  SCO 
UNIX,  Sun,  HP  9000,  DEC  Alpha,  Tandem, 
Stratus,  RS/6000,  and  Windows  NT.  For 
additional  flexibility,  Messenger  400 
products  support  X.400  over  X.25,  TCP/IP, 
and  asynchronous  dial-up  lines. 

• Infonet  Software  Solutions’  offerings  provide 
electronic  messaging  backbone  and  E-mail 
integration  capabilities  for  the  small 
department,  corporation,  or  in-country 
telecom  operator. 

• Infonet  Software  Solutions’  product  line  also 
consists  of  X.500  (1993)  directory  services, 
gateways  for  connectivity  to  SMTP/MIME, 
cc:Mail,  Microsoft  Mail,  Lotus  Notes, 
GroupWise  and  Global  MHS  mail  systems, 
X.400  and  X.500  client  software,  and  EDI 
solutions. 

World  Support  Services 
World  Support  Services  consist  of  Infonet’s 
people-driven  services,  such  as  local  in- 
country support,  circuit  procurement,  training 
services,  installation  support,  help  desks, 
network  operations,  and  facilities 
management. 


• World  Support  Services  are  provided  to 
Infonet’s  customers  through  Infonet’s  in- 
country sales,  service  and  support 
organizations,  currently  operating 
worldwide  in  57  countries. 

• These  Infonet  services  address  user  needs 
for  value-added  customer  service, 
application  support,  and  preprovisioned 
connectivity. 

Client  Contracts/Projects 

Cushman  & Wakefield,  a giant  commercial 
real  estate  services  organization  that  operates 
in  Mexico,  South  America,  Europe,  and  Asia, 
is  building  a global  WAN  for  data  traffic  using 
Infonet’s  INFOLAN  TCP/IP  service  and 
Global  Workplace  offering. 

• For  example,  Cushman  & Wakefield  is 
leveraging  Infonet’s  NOTICE  Post  Office 
service  as  a hub  for  all  of  its  MHS 
workgroups  and  Infonet’s  NOTICE  Xchange 
service  to  give  its  employees  access  to  both 
X.400  and  Internet  messaging. 

• The  real  estate  firm  also  called  on  Infonet  to 
obtain  the  “cushwake.com”  domain  for  it. 

Amway  Corporation  produces  personal  care, 
nutritional  and  wellness,  home  care,  home 
tech,  and  commercial  products.  Along  with  its 
two  sister  companies,  Amway  Japan  Ltd.  and 
Amway  Asia-Pacific  Ltd.,  the  corporation 
recently  decided  to  upgrade  its  entire  network 
with  Infonet’s  Frame  Relay  service. 

• Amway  will  also  use  Infonet’s  IP  DialXpress 
services  to  back  up  critical  locations  and 
further  cut  redundancy  outlays  in  the 
process. 

• In  late  1996,  Infonet’s  new  Integrated  Media 
Services,  combining  voice,  fax,  and  data  on 
its  World  Network,  will  be  brought  on-line 
at  a number  of  Amway  sites. 


Infonet  Services  Corporation 
July  1996 


INPUT  1996  Reproduction  prohibited. 


Page  11  of  13 


INPUT  Vendor  Profile 


The  Hongkong  and  Shanghai  Banking 
Corporation  (HSBC  Group)  wanted  its  offices 
and  large  customers  in  Latin  America  to  have 
access  to  the  same  applications  and  computer 
centers  available  through  its  other  3,300 
offices. 

• HSBC  customers  in  South  America  will  use 
the  async  DialXpress  services  on  Infonet’s 
World  Network  to  connect  with  the 
HongkongBank’s  private  network  and 
ultimately  access  one  of  three  computer 
centers  in  the  U.S.,  U.K.,  or  Hong  Kong. 

• HSBC  is  leveraging  Infonet  to  augment  its 
own  global  network  structure  in  places 
where  it  is  not  convenient  or  cost  effective  to 
establish  a private  network.  Infonet  gives 
the  group  one-stop  shopping  for  network 
connectivity,  service,  and  support 
throughout  South  America  and  Mexico. 

Perstorp,  an  international  chemical  group  in 
Sweden,  decided  to  create  a native  TCP/IP 
network  and  outsourced  the  job  to  Infonet. 

• Infonet  used  its  INFOLAN  TCP/IP  service  to 
connect  28  sites  in  13  countries  for  Perstorp. 
All  ordering,  price  quotes,  and  confirmations 
were  done  by  E-mail,  with  Infonet  Sweden 
coordinating  the  entire  global 
implementation. 

• Infonet’s  World  Support  Services  expedited 
the  installation  of  routers  and  access  lines 
on  the  customer’s  premises  in  different 
countries  and  continues  to  provide 
maintenance  and  service. 

Lachmann  Agencias  Maritimas  is  a global 
maritime  transportation  business  operating 
out  of  Rio  de  Janeiro  (Brazil). 

• Lachmann  was  already  using  the  X.25 
Public  Data  Network  services  on  Infonet’s 
World  Network  to  coordinate  pick-up, 


delivery,  and  transport.  Lachmann  has 
added  Infonet  Workplace  Messaging 
Services/NOTICE  to  give  its  customers 
universal  access  to  the  network. 

• Lachmann’s  customers  can  now  track 
shipments,  make  inquiries,  and  transmit 
shipping  instructions  via  telex,  fax,  the 
Internet,  and  X.400. 

• Lachmann  is  also  installing  LANs  with 
Microsoft  Mail  as  the  primary  application 
and  moving  up  to  NOTICE  Xchange, 
Infonet’s  LAN  E-mail  gateway  service. 

Marketing  and  Sales 

Infonet  markets  its  services  via  a direct  sales 
force  as  well  as  through  various  joint 
marketing  agreements.  A few  of  Infonet’s 
newly  organized  partnerships  are  described 
below. 

In  June  1996,  Infonet  signed  an  agreement 
with  the  Philippines  Long  Distance  Telephone 
Company  (PLDT)  to  complement  Infonet 
Philippines’  activities. 

• The  PLDT  is  the  premier  phone  company  in 
the  Philippines,  serving  more  than  90%  of 
the  telephones  in  the  country.  It  is  also  the 
principal  supplier  of  long-distance  service  in 
the  Philippines. 

• The  PLDT’s  new  agreement  with  Infonet 
enables  it  to  supplement  its  own  strong 
portfolio  of  services  for  Filipino 
multinational  corporations  with  Infonet’s 
World  Network  and  Global  Workplace 
offerings. 

A similar  agreement  was  also  recently  signed 
with  BankNet  Ltd.  to  complement  Infonet 
Hungary’s  activities. 

• BankNet  Ltd.  is  a leading  VSAT  company  in 
Hungary  whose  goal  is  to  capture  a greater 
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share  of  the  market  for  global  state-of-the- 
art  telecom  services  in  the  region. 

• BankNet  has  enhanced  its  own  portfolio  of 
network  services  with  Infonet’s  World 
Network  and  Global  Workplace  offerings. 
BankNet  currently  provides  network 
services  to  a number  of  multinational, 
Hungarian,  and  other  regional  firms, 
including  Ciba  Hungary,  Rank  Xerox,  and 
Henkel. 

In  June  1996,  a similar  agreement  was  forged 
to  complement  Infonet  Israel’s  activities.  The 
co-signer  in  this  case  was  Israel’s  Kardan 
Investments  Ltd.,  with  representation 
provided  by  Kardan  Communications  Lines 
Ltd.  (KCL). 

• Kardan  Investments  Ltd.  is  a holding 
company  with  diversified  interests  in 
various  fields,  such  as  trading  and 
marketing,  real  estate,  development, 
technology,  the  service  industry,  and 
financial  services. 

• KCL  provides  leased-line  service,  call-back, 
fax  transmission,  and  video  conferencing. 
KCL  will  provide  Infonet’s  World  Network 
and  Global  Workplace  offerings  to  Israeli 
multinational  corporations. 

In  May  1996,  while  continuing  to  work  closely 
with  the  local  Mexican  telecommunication 
networks  (IUSANET  and  Telepac),  Infonet 
established  its  own  fully  owned  subsidiary  in 
Mexico  City. 

• The  new  entity,  Infonet  Mexico,  is  the  first 
international  value-added  network  provider 
licensed  to  offer  global  telecommunication 
services  to  local  firms  in  Mexico. 


• Infonet  Mexico  offers  the  full  range  of 
Infonet  services,  including  the  Global 
Workplace  offerings,  as  well  as  X.25, 

TCP/IP,  frame  relay,  and  DialXpress 
solutions  on  the  World  Network. 

• Bancomex,  the  Iberoamerica  Electronic 
Stock  Exchange,  and  Mexico’s  Ministry  of 
Foreign  Affairs  are  some  of  the 
organizations  that  leverage  Infonet’s 
services  to  meet  their  international  telecom 
needs. 

In  May  1996,  Infonet  signed  a nonexclusive 

agreement  with  New  York  (NY)-based 

Strategis  Technologies,  Incorporated. 

• Strategis  provides  network-enabled 
information  management  services  with  its 
ReSource  EMS  Remote  Systems 
Management,  ReSource  EMS  Global 
Internet  Services,  and  ReSource  EMS 
Offsite  Computing  Services. 

• As  a result  of  the  new  agreement  with 
Infonet,  Strategis  can  now  satisfy  the  needs 
of  its  multinational  customers  who  want 
their  ReSource  EMS  services  to  be  globally 
available  via  Infonet’s  World  Network,  by 
offering  them  a one-stop  shopping  solution. 

• In  accordance  with  the  arrangement, 
Strategis  can  in  turn  address  the 
requirements  of  multinational  companies  on 
Infonet’s  World  Network  that  prefer  to 
outsource  services  such  as  systems 
management  and  LAN  integration. 

Competition 

Infonet’s  primary  competitors  include 

BT/MCI,  GE  Information  Services,  Global 

One,  IBM,  and  SITA. 
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Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Private 
1,750  (6/95) 
$243,000,000 
12/31/94 


Key  Points 

• Information  Builders,  Inc.  (IBI)  is  a provider 
of  information  technology  solutions, 
specializing  in  enterprise  data  access  and 
analysis,  reporting  and  data  warehouse 
solutions. 

• In  August  1995,  IBI  announced 
EDA/START,  a product  that  provides  a 
Distributed  Computing  Environment  (DCE) 
link  when  building  three-tiered  client/server 
applications. 


• In  June  1995,  IBI  announced  SiteAnalyzer, 
a client/server  analysis  tool  that  is  used  to 
build  data  warehouses. 

• In  an  effort  to  enhance  its  position  in  the 
data  warehousing  market,  IBI  is  in  the 
process  of  developing  a multidimensional 
database  system. 

• IBI  is  expanding  its  relationships  with 
third-party  software  vendors  to  broaden  and 
leverage  its  product  line. 

Company  Description 

Founded  in  1975,  IBI  is  a privately-held 
company  providing  systems  software  and 
related  consulting  services  worldwide. 
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The  company  specializes  in  products  and 
services  for  business  intelligence,  enterprise 
data  access  and  reporting  and  data 
warehousing. 

IBI’s  FOCUS®  is  a fourth-generation 
language  for  business  intelligence  application 
development,  reporting  and  information 
analysis.  EDA/SQL  is  the  company’s  leading 
middleware  product. 

Organization  and  Structure 

Headquartered  in  New  York  (NY),  IBI  has  42 
sales,  support  and  consulting  offices  across 
North  America. 

IBI’s  offices  are  located  in  Atlanta  (GA); 
Baltimore  (MD);  Boston  (MA);  Charlotte  and 
Durham  (NC);  Chicago  (IL);  Cincinnati  and 
Cleveland  (OH);  Dallas  and  Houston  (TX); 
Denver  (CO);  Detroit  (MI);  Washington  (D.C.), 
Hartford  and  Stamford  (CT);  Kansas  City  and 
St.  Louis  (MO);  Los  Angeles,  San  Jose  and 
Sacramento  (CA);  Metropolitan  and  New  York 
(NY);  Milwaukee  (WI);  Minneapolis  (MN); 

New  Jersey;  Orlando  (FL);  Philadelphia  and 
Pittsburgh  (PA);  and  Seattle  (WA). 

In  addition,  the  company  has  13  international 
subsidiaries  located  in  Australia,  Belgium, 
Canada,  France,  Germany,  the  Netherlands, 
Spain,  Switzerland  and  the  U.K. 

LEVELFive  Research  is  an  IBI  subsidiary 
that  provides  the  LEVEL5  product  line. 

IBI’s  key  executives  are  summarized  in  the 
exhibit. 

Company  Strategy 

IBI’s  strategy  is  to  lead  the  industry  in 
mission-critical  computing  solutions  that 
organizations  require  to  run  their  businesses 
on  an  ongoing  basis. 


The  company  is  positioning  itself  as  a data 
warehousing  provider. 

Information  Builders,  Inc. 


Key  Executives 


Name 

Title 

Company 

Founders 

Gerald  D.  Cohen 

President  and  Founder 

Peter  Mittelman 

VP,  IBM  Programming 
Development 

Martin  Slagowitz 

VP,  Professional  Services 

Corporate 

Executives 

David  Kemler 

VP,  Sales  and  Marketing 

Harry  Lerner 

VP,  Finance 

Timothy  Benthall 

VP,  Internal 
Communications 

Gregory  Dorman 

VP,  Programming 

Bruce  Wilson 

VP,  International  Sales 

Marty  Meyers 

General  Manager, 
Channels  Marketing 

Financials 

IBI’s  1994  revenue  was  $243  million,  a 7% 
increase  over  1993. 

A three-year  revenue  summary  appears  on 
the  following  page. 

Revenue  Analysis  by  Product / Service 

Approximately  89%  of  IBI’s  1994  revenue  was 
derived  from  products  (61%  from  the  FOCUS 
product  family,  25%  from  the  EDA/SQL 
products,  and  3%  from  the  LEVELS  product 
line)  and  the  remaining  11%  from  professional 
services. 
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Information  Builders,  Inc. 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

Revenue 

$243 

$227 

$225 

• Percent  change  from 

previous  year 

7% 

1% 

N/A 

Market  Financials 

IBI’s  products  and  services  are  used  by 
Fortune  1000  companies  and  government. 

FOCUS  is  used  by  more  than  1.25  million 
users  at  more  than  8,000  sites  around  the 
world.  Today,  there  are  more  than  190,000 
PC/FOCUS  and  200,000  mainframe  and 
midrange  FOCUS  applications  that  are  being 
used  at  more  than  9,000  sites  worldwide. 

EDA/SQL  resides  on  1,500  servers  worldwide. 

Geographic  Markets 

Approximately  65%  of  IBI’s  1994  revenue  was 
derived  from  North  America  and  the 
remaining  35%  from  international  sources. 

Employees 

IBI  currently  has  1,750  employees  worldwide, 
with  more  than  300  in  professional  services. 
IBI  also  has  a comprehensive  network  of 
agents  that  represent  the  company’s  major 
markets  around  the  world. 

Key  Products  and  Services 

IBI  offers  a portfolio  of  information  technology 
solutions  that  meet  the  needs  of  enterprise- 
wide information  management  applications. 

FOCUS 

FOCUS  is  a fourth-generation  language  that 
allows  customers  to  build  information 
management  systems  on  more  than  35 
operating  platforms,  including  IBM 

Information  Builders,  Inc. 

August  1995 


mainframe,  midrange  and  PC-compatible, 
Digital,  Hewlett-Packard,  Sun  Microsystems, 
’Tandem,  Siemens-Nixdorf,  Pyramid,  Sequent, 
AT&T  GIS,  Unisys,  Data  General,  Wang,  Bull 
and  personal  computers. 

The  FOCUS  desktop  family  consists  of: 

- FOCUS  Reporter  for  Windows 

- FOCUS  Professional  for  Windows 

- FOCUS  Business  Intelligence  Suite 

- FOCUS  Report  Server 

- FOCUS/Database  Server 

- PC/FOCUS  for  DOS 

- PM/FOCUS 

- FOCUS/EIS  for  Windows 

- EDA/Compose  for  Windows 

- EDA/Compose  for  Mac 

Enterprise  Data  Access/ SQL  (EDA/ SQL) 

EDA/SQL  is  a middleware  product  line  that 
connects  to  different  data  sources.  It  provides 
SQL  and  stored  procedure-based  access  to 
more  than  60  relational  and  non-relational 
data  structures  across  major  operating 
platforms  and  networks. 

EDA/SQL  allows  customers  to  build 
departmental  and  enterprise-wide 
client/server  systems  which  integrate 
heterogeneous  data,  application  tools  and 
operating  environments. 
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The  EDA/SQL  family  consists  of: 

- EDA/SQL  Client 

- EDA/SQL  Server  Engines 

- EDA/SQL  Hub  Server 

- EDA/SQL  Transaction  Server 

- EDA/SQL  Relational  Gateway 

- EDA/SQL  Non-relational  Gateway 

- EDA/SQL  Stored  Procedure  Gateway 

- EDA/SQL  Open  Database  Gateway 

- EDA/SQL  Copy  Manager  for  Lotus 

Notes 

- EDA/SQL  Data  Extenders 

- EDA/SQL  Communication  Gateways 

LEVEL5 

The  LEVEL5  product  hne  is  made  up  of  the 

following  products: 

• LEVEL5  OBJECT  is  an  object-oriented 
development  tool  for  the  Microsoft  Windows 
environment. 

• SmartMode  Solutions  products  include 
SmartMode,  which  monitors  and  governs 
query  activity  in  a client/server 
environment,  and  SiteAnalyzer,  a 
client/server  analysis  tool  that  is  used  in 
building  data  warehouses,  by  compiling 
statistics  describing  database  usage 
patterns. 

New  product  announcements 

• In  June  1995,  IBI  announced  Distributed 
SmartMode  for  EDA/SQL,  an  intelligent 
query  analyzer/governor  that  controls 
distributed  queries  sent  to  EDA  distributed 
servers  via  the  EDA  Hub  Server. 

• In  June  1995,  IBI  announced  its 
FOCUS/Database  Server  for  Windows  NT. 

• In  July  1995,  IBI  announced  Quest,  a new 
product  that  links  the  internet  with  SQL 
data. 


• In  August  1995,  in  cooperation  with  Open 
Environment  Corp.,  IBI  announced 
EDA/START,  which  will  allow  customers  to 
build  three-tiered  DCE-based  applications 
that  incorporate  hard-to-access,  relational 
and  non-relational  data  sources. 

• In  August  1995,  IBI  also  announced 
EDA/COPY  Manager  for  HP-UX,  which 
provides  transformation  and  transportation 
of  data  between  relational  and  non- 
relational data  bases. 

• IBI  is  in  the  process  of  developing  a 
multidimensional  database  system  to 
strengthen  its  position  in  data  warehousing. 

Professional  Services 

IBI  provides  client/server  applications 
development,  data  warehousing,  systems  and 
data  migration,  business  intelligence  systems 
and  education  services.  The  company  employs 
more  than  300  professional  services 
consultants  and  trainers.  IBI  offers  courses  at 
all  of  its  offices  worldwide  and  at  customer 
sites. 

Clients 

Significant  clients  include — AT&T,  the  U.S. 
government,  Ford  Motor  Company,  Fleet 
Financial  Group,  Emory  University  Hospital, 
Caterpillar,  Konica  Imaging,  U.S.A.,  Lutheran 
Medical  Center  and  Magee-Womens  Hospital, 
among  others. 

A few  examples  of  IBI’s  client  contracts  are 
given  below: 

• Emory  University  Hospital  is  deploying  over 
250  copies  of  FOCUS  for  Windows  for  user 
data  access  and  user  reporting  against 
Emory’s  new  data  warehouse  systems  for 
patient  management  and  patient 
accounting.  Emory  contracted  with  IBI’s 
Professional  Services  organization,  to  design 
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a customized  training  program  and  course 
materials  for  users  of  the  new  data 
warehouse. 

• IBI  worked  with  Fleet  Financial  Group  to 
create  an  executive  information  system. 

Fleet  used  FOCUS  Reporter  for  Windows  for 
application  development  on  the  PC, 
EDA/SQL  for  connectivity  between  the  PC 
and  the  VAX,  and  FOCUS  Reporter  for 
Windows  and  FOCUS/EIS  for  Windows  to 
create  user  analysis  and  reporting  functions. 

Marketing  and  Sales 

IBI  sells  direct  and  through  integrators  and 
database  vendors.  The  company  is 
represented  by  a large  network  of  agents  in 
major  markets  around  the  world  in  a total  of 
85  offices  in  65  countries. 

The  company  maintains  relationships  with 
many  hardware  vendors,  including  Hewlett- 
Packard,  IBM,  Tandem,  Apple  and  AT&T,  and 
database  companies  such  as  Informix,  Oracle, 
Microsoft  and  Sybase. 

Additionally,  IBI  regularly  publishes  technical 
journals,  a monthly  product  newsletter  and  a 
quarterly  magazine,  Information  Builders 
News. 

Alliances 

In  July  1995,  IBI  extended  its  relationship 
with  Sun  Microsystems  by  agreeing  to  assist 
Sun’s  data  warehouse  architects  in  designing, 
building,  managing  and  analyzing  data  within 
the  organization. 

In  June  1995,  IBI  entered  into  a partnership 
with  Oracle,  through  Oracle’s  Warehouse 
Technology  Initiative  (WTI),  to  assist  data 
warehouse  architects  and  users  in  designing, 
building,  managing  and  analyzing  data  in 
Oracle  databases. 


In  June  1995,  IBI  became  an  authorized  SAP 
Desktop  Integration  Partner  and  announced 
the  SAP  R/3  PACK  product  line. 

In  June  1995,  IBI  formed  a value-added 
reseller  (VAR)  affiance  with  Vanguard  to 
jointly  develop  a security  product. 

In  1994,  IBI  signed  an  agreement  with  ICL,  a 
European  information  technology  company 
that  specializes  in  systems  integration.  The 
affiance  calls  for  providing  EDA/SQL 
capability  and  functionality  to  ICL’s 
GOLDRUSH  MegaSERVER — a database 
server  based  on  parallel  processing 
techniques. 

In  1994,  IBI  signed  key  partnership 
agreements  to  integrate  EDA/SQL 
middleware  with  the  database  architectures  of 
Oracle,  Informix  and  Microsoft. 

Competition 

IBI  faces  significant  competition  in  the 
connectivity  area  from  companies  such  as 
Sybase,  and  Platinum  Technology  (Trinzic). 
The  company  faces  competition  in  report 
writing  from  Business  Objects  and  Cognos. 

INPUT  Assessment 

IBI’s  major  strengths  include: 

• Good  technology,  constantly  evolving 

• Strong  relationships  with  several  hardware 
vendors  and  database  companies 

• Experience  in  rapidly  growing  markets 

One  of  the  major  challenges  for  the  coming 
year  includes  fending  off  competitors  as 
market  niches  become  more  lucrative. 
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INFORMATION  MANAGEMENT 
CORPORATION 

3131  Elliott  Avenue 
Suite  600 

Seattle,  WA  98121-1047 
Phone:  (206)  282-1880 

Fax:  (206)  282-7008 


President: 

Status: 

Employees: 

Revenue 

FYE: 


Chris  A.  Johnson 
Private  Company 


18 

$1,500,000* 

11/30/93 


*INPUT  estimate 


Key  Points 


Information  Management  Corporation  (IMC)  provides  application 
software  products  and  professional  services  for  retail  industry. 

IMC  is  an  Industry  Application  Specialist  (IAS)  for  International 
Business  Machines  (IBM)  for  the  AS/400. 

IMC  has  positioned  its  products  as  complimentary  to  JD  Edwards 
accounting  applications.  IMC  is  the  provider  of  retail  systems 
products  for  JD  Edwards. 


April  1993 
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Company  Information  Management  Corporation  (IMC)  is  an  owner  operated 

Description  company  founded  in  1981.  IMC  provides  application  software  products 

and  professional  services  for  the  retail  industry. 


Alliances  IMC  is  an  Industry  Application  Specialist  (IAS)  for  International 

Business  Machines  (IBM)  for  the  AS/400. 

IMC  has  positioned  its  products  as  complimentary  to  JD  Edwards 
accounting  applications.  IMC  is  the  provider  of  retail  systems  products 
for  JD  Edwards. 


Financials  IMC  management  projects  that  fiscal  1993  revenue  will  reach  $2 

million,  an  increase  of  33%  over  fiscal  1992  revenue.  A three-year 
revenue  summary  follows: 


INFORMATION  MANAGEMENT  CORPORATION 
THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

11/92 

11/91 

11/90 

Revenue 

• Percent  increase 

$1.5 

$1.1 

$1.1 

from  previous  year 

36% 

0% 

Key  Products  and  Approximately  50%  of  IMC's  revenue  is  derived  from  application 
Services  software  products  and  50%  from  professional  services. 

RAPID  (Retail  Application  Programs  for  Intelligent  Decisions)  is 
IMC's  specialty  retail  chain  management  system  targeted  to  retail 
chains  with  10  to  500  stores. 

• RAPID/HOS™  (Home  Office  Systems)  is  designed  to  run  on  the 
IBM  AS/400,  and  use  the  accounting  modules  from  JD  Edwards 
application  set  as  the  base  system.  IMC  developed  RAPID  using  JD 
Edwards'  CASE  tools  in  order  to  seamlessly  integrate  IMC  products 
with  JD  Edwards  products.  The  first  site  was  installed  in  1990. 

• RAPID/POS™  (Point  of  Sale)  is  designed  to  run  on  an  IBM 
personal  computer  with  a cash  drawer,  modem,  and  full  screen 
monitor.  A local  area  network  is  used  to  integrate  multiple  registers 
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Industry  Markets 


Geographic 

Markets 


within  each  store.  Each  location  is  polled  on  a nightly  basis  and  the 
day's  information  is  uploaded  and  processed  by  an  AS/400.  This 
procedure  makes  sales  information  available  each  morning.  The 
first  site  was  installed  in  1989. 

• The  RAPID/POStm  package  supports  point-of-sale  functions, 
including  data  collection  of  sales  merchandise,  transfers,  physical 
inventory,  payroll  information,  as  well  as  basic  cash  register 
functions. 

Professional  services  are  provided  and  include  the  following  services: 

• Training  and  support  services,  such  as  installation  and  training. 

• Modifications  to  software  for  its  clients. 


Approximately  90%  of  IMC's  revenue  is  derived  from  the  retail 
industry.  The  remaining  10%  is  derived  from  various  other  industries. 


Virtually  all  of  IMC's  revenue  is  derived  from  the  U.S.  The  company 
has  installed  software  for  one  client  in  Australia. 


April  1993 
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Informix  Software 


Corporate  Headquarters 

4100  Bohannon  Drive 

Menlo  Park,  CA  94025 

Phone:  (415)926-6300 

Fax:  (415)926-6593 

Internet:  http://www.informix.com 


Chairman,  President,  & CEO:  Robert  Finocchio 

Status:  Public 

Employees:  4,190  (7/97) 

Revenue:  $939,31 1 ,000 

Fiscal  Year  End:  1 2/31  /96 


Key  Points 

• Informix  Corporation  provides  database 
technology  to  build,  deploy,  run,  and  evolve 
applications. 

• In  July  1997,  Robert  Finocchio  was 
appointed  to  the  position  of  President  and 
CEO,  replacing  Phillip  White.  Mr. 
Finocchio  subsequently  replaced  Mr.  White 
as  Chairman  of  the  Board  when  Mr.  White 
resigned  the  position. 


Informix  House 
Littleton  Road 
Ashford,  Middlesex 
England  TW15  1TZ 
Phone:  44  1784  42  2000 


- Phillip  White  was  replaced  primarily  due 
to  the  $ 140  million  loss  suffered  during 
Informix’s  first  quarter  of  1997. 

- Prior  to  the  appointment,  Mr.  Finocchio 
was  president  of  3Com  Corporation’s 
Systems  division. 

• In  July  1997,  Informix  announced  the 
availability  of  INFORMIX®-Data 
Director™,  a model-driven  data 
management  platform  for  Visual  Basic 
developers. 

• In  July  1997,  the  company  outlined  plans  for 
a targeted  Windows  NT  strategy  to  bring 
Windows  NT  into  the  enterprise  running  on 
Intel  Architecture  servers. 
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• In  June,  1997,  Informix  and  EDS  signed  a 
strategic  worldwide  agreement  for  joint 
development  and  marketing  activities  on 
industry-specific  solutions  and  services 
offerings  based  on  Informix  products. 

• In  May  1997,  Informix  announced  a new 
organizational  structure  focused  around 
market  and  technology  teams. 

• In  May  1997,  the  company  also  announced  a 
number  of  initiatives  to  change  its  sales  and 
marketing  organizations  in  order  to  improve 
customer  focus  and  eliminate  duplication. 

• In  May  1997,  Informix  established  a 
technical  competency  center  at  The  Baan 
Company’s  facilities  in  The  Barneveld  (the 
Netherlands).  The  center,  part  of  Informix’s 
Baan  Business  Unit,  will  be  staffed  jointly 
by  Baan  and  Informix  and  will  provide 
performance  engineering,  product 
enhancements,  customer  benchmarks,  and 
technical  sales  support. 

• In  March  1997,  the  company  announced  its 
Universal  Tools  strategy  to  enable 
developers  using  tools  from  industry-leading 
vendors  to  use  INFORMIX-Data  Director  to 
easily  build  high  performance,  extensible 
applications  for  INFORMIX-Universal 
Server. 

• In  February  1997,  Informix  announced  an 
agreement  to  acquire  CenterView  Software, 
Inc.,  a provider  of  software  that  enables 
database  application  development. 

• In  November  1996,  the  company  announced 
its  new  line  of  business  dedicated  to  the 
government  marketplace.  This  new 
program,  headed  by  Grant  Osasa,  expands 
Informix’s  focus  on  the  federal  government 
to  include  state  and  local  markets. 

• In  November  1996,  Informix  formed  a new 
business  development  unit  to  focus 


specifically  on  PeopleSoft,  one  of  Informix’s 
key  client/server  applications  partners.  The 
unit  will  concentrate  on  joint  development 
activities  and  will  also  focus  on  increasing 
market  presence  for  the  Informix/ 

PeopleSoft  solution  globally. 

• In  February  1996,  Informix  acquired 
Illustra  Information  Technologies,  Inc.,  a 
supplier  of  dynamic  content  management 
database  software  and  tools. 

Company  Description 

Informix  Software  (Informix),  the  operating 
subsidiary  of  Informix  Corporation  founded  in 
1980  by  Roger  Sippl  and  Laura  King,  designs, 
develops,  manufactures,  markets,  and 
supports  distributed  database  management 
systems  and  object-oriented  graphical-  and 
character-based  applications  development 
tools  for  delivering  information  to  most 
significant  desktop  platforms. 

In  1996,  the  company  announced  its 
commitment  to  the  enterprise  computing 
marketplace  and  the  NT-based,  desktop,  and 
medium  systems  reseller  market.  The 
company  also  offers  training,  consulting,  and 
maintenance  services  to  its  customers. 

Structure  and  Operations 

Informix  is  currently  undergoing  certain 
restructuring  and  organizational  changes  to 
improve  operations,  build  financial  stability, 
and  more  clearly  articulated  its  market 
position  and  strategy: 

• During  the  second  quarter  of  1997,  the 
company  reduced  its  workforce  by 
approximately  440  employees,  and  has  plans 
to  further  reduce  personnel  in  the  third 
quarter.  Reduction  are  expected  to  be 
approximately  10  to  15  percent  of  the 
company’s  existing  workforce,  with  the 
primary  reduction  being  in  sales  and 
marketing. 
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• European  and  U.S.  administrative  and 
finance  functions,  technical  support,  and 
operations  will  be  centralized  for  better 
control  and  cost-effectiveness. 

• Informix’s  Information  Superstores  will  be 
resized,  repositioned,  and  renamed, 
becoming  part  of  the  company’s  consulting 
practice  business. 

In  May  1997,  Informix  announced  a new 
organizational  structure  focused  on  market 
and  technology  teams.  Informix’s  new 
business  units  are  as  follows: 

• DataBlade  Developers,  headed  by  Tony 
Rodoni 

• Data  Warehousing,  under  the  direction  Tony 
Rodoni 

• Internet/intranet,  under  the  direction  of 
John  Bartlett 

• Workgroup  Solutions,  headed  by  Brett 
Bachman 

The  company’s  key  corporate  executives  are 
listed  below: 

Exhibit  1 


Informix  Software 
Key  Executives 


Name 

Title 

Robert  J.  Finocchio 

Chairman,  CEO,  & President 

Mike  Saranga 

Sr.  VP,  Product  Management 
and  Development 

Paula  Hawthorn 

VP,  Tools  Development 

Stephen  E.  Hill 

VP,  Advanced  Technology 

Michael  Stonebraker 

VP  and  CTO 

Jeffrey  V.  Hudson 

VP,  Business  Development 

Kay  Hart 

VP,  Corporate  Communications 

Tony  Rodoni 

GM,  Data  Warehouse  Business 
Development  Unit 

Brett  Bachman 

GM,  Enterprise  Products 

Source:  Informix  Software 


In  May  1997,  the  company  announced  a 
number  of  initiatives  to  change  its  sales  and 
marketing  organizations,  intended  to  improve 
customer  focus  and  eliminate  duplication. 

• Jeff  Hudson,  heading  Worldwide  Marketing, 
is  responsible  for  increasing  the  company’s 
global  position  and  image. 

• Jeff  Hudson,  heading  Business  Development 
and  Product  Marketing,  is  leading  business 
development  in  key  market  areas  and 
determines  the  direction  and  scope  of  the 
company’s  product  plans. 

Informix  now  sells  its  products  through  four 
internal  sales  organizations — The  Americas; 
Europe,  Africa,  Middle  East  and  Asia/Pacific; 
Japan;  and  Federal. 

• The  Americas  sales  organization,  led  by  Ron 
Alvarez  and  headquartered  in  California, 
has  sales  offices  in  the  U.S.,  Canada, 
Mexico,  and  Brazil  and  uses  independent 
distributors  to  sell  products  throughout 
North  and  South  America.  Reporting  to  Ron 
Alvarez  are: 

- The  Vice  President,  U.S.  Sales, 
responsible  for  sales  in  the  U.S.,  with  a 
specific  concentration  on  Fortune  100 
accounts 

- Don  Hunt,  Vice  President  of  Eastern 
Sales,  responsible  for  sales  offices  based  in 
Florida,  Georgia,  Massachusetts, 
Maryland,  New  Jersey,  and  New  York 

- The  Vice  President  of  the  Americas  lines 
of  business,  sales,  and  marketing,  with 
responsibility  for  industry  marketing  and 
sales  to  telecom,  and  industry  marketing 
to  the  finance,  manufacturing,  and  retail 
lines  of  business 
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• The  Europe,  Africa,  Middle  East,  and 
Asia/Pacific  sales  organization,  headed  by 
Jeff  Hudson,  has  sales  offices  in  15 
European  countries  and  uses  independent 
distributors  to  sell  products  throughout  the 
rest  of  Europe,  the  Middle  East,  and  Africa. 

• The  Japan  sales  organization, 
headquartered  in  Tokyo  and  led  by  Ed 
Winder,  has  sales  offices  in  10  countries  and 
also  uses  independent  distributors  to  sell 
products. 

• The  Federal  sales  organization,  headed  by 
Grant  Osasa 

Informix  has  U.S.  regional  offices  in 
Albuquerque  (NM),  Atlanta  (GA),  Austin  (TX), 
Bentonville  (AR),  Boston  (MA),  Brisbane  (CA), 
Chicago  (IL),  Cincinnati  (OH),  Dallas  (TX), 
Denver  (CO),  Detroit  (MI),  Downers  Grove 
(IL),  Houston  (TX),  Indianapolis  (IN),  Irvine 
(CA),  Lenexa  (KS),  Los  Angeles  (CA),  Menlo 
Park  (CA),  Minneapolis  (MN),  New  York 
(NY),  Phoenix  (AR),  Pittsburgh  (PA),  Portland 
(OR),  Rockville  (MD),  Sacramento  (CA),  Salt 
Lake  City  (UT),  Sarasota  (FL),  Seattle  (WA), 
Somerset  (NJ),  St.  Louis  (MO),  Tampa  Bay 
(FL),  and  Washington  (D.C.) 

International  offices  are  in  Argentina, 
Australia,  Austria,  Belgium,  Brazil,  Canada, 
the  Czech  Republic,  France,  Germany,  Hong 
Kong,  Ireland,  Italy,  Japan,  the  Republic  of 
Korea,  Malaysia,  Mexico,  the  Netherlands, 
New  Zealand,  Norway,  the  People’s  Republic 
of  China,  Philippines,  Poland,  Portugal, 
Singapore,  Spain,  Sweden,  Switzerland, 
Taiwan,  Thailand,  and  the  U.K. 

Employees 

As  of  December  31,  1996,  Informix 
Corporation  had  4,491  employees,  segmented 
as  follows: 


Sales,  marketing,  and  support....  2,939 


Research  and  development 967 

Operations 89 

Administration  and  finance 496 


4,491 

As  of  July  1,  1997,  the  company  had 
approximately  4,190  employees  worldwide. 

Company  Strategy 

Informix’s  primary  strategy  is  to  address 
customer  needs  through  core  product 
technology  that  delivers  real-world  solutions. 
The  goal  is  to  deliver  the  right  technology  to 
customers  worldwide,  through  the  company’s 
own  direct  sales  efforts  as  well  as  distribution 
channels  and  strategic  partnerships. 

Market  Strategy 

Informix  has  a multiple-channel  distribution 
strategy  to  maintain  broad  market  coverage 
and  product  availability.  The  company 
combines  its  direct  sales  efforts  with  a 
number  of  partnerships  and  alliances  with 
OEMs  and  other  resellers  to  deliver  the  right 
combination  of  hardware,  software,  and 
service  to  its  customers.  The  company 
employs  a user-based  pricing  that  ties  prices 
of  products  directly  to  the  value  customers 
derive  from  using  Informix  software. 

Product  Strategy 

Informix  believes  in  making  strategic 
investments  in  leading  technology  companies 
in  an  effort  to  complement  its  own  product 
development  strategies.  Informix’s  product 
strategies  are  focused  on  two  key  areas: 

• Continuing  the  Dynamic  Scalable 
Architecture™  (DSA)  database  technology 
launch  by  working  on  new  releases  of  the 
OnLine  Dynamic  Server 

• Bringing  to  market  the  next-generation 
database  application  tools  with  the  release 
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of  the  new  object-oriented  application 
development  technology 

• In  March  1997,  the  company  introduced 
INFORMIX-Data  Director  and  announced 
the  company’s  Universal  Tools  strategy. 

The  Universal  Tools  strategy  will  enable 
developers  working  on  open  development 
environments  to  use  INFORMIX-Data 
Director  to  easily  build  high  performance, 
extensible  applications  for  INFORMIX- 
Universal  Server.  Components  of  the 
Universal  Tools  Strategy  include: 

- INFORMIX-Data  Director,  the  company’s 
plug  in  modules,  provide  developers  using 
leading  development  environments  the 
ability  to  easily  develop  distributed 
client/server  applications  for  Informix’s 
family  of  databases. 

- Enhancements  for  INFORMIX-New  Era™ 
, the  company’s  object-oriented 
client/server  development  tools,  to  provide 
easy  development  of  INFORMIX- 
Universal  Server  applications 

- New  capabilities  that  will  enable 
customers  to  enhance  their  existing 
Informix-4GL  applications. 

Acquisitions 

In  February  1997,  Informix  announced  an 
agreement  to  acquire  CenterView  Software, 
Inc.,  a provider  of  database  application 
development  software. 

• At  the  time  of  the  acquisition,  CenterView 
had  13  employees  who  were  relocated  to 
Informix’s  Menlo  Park  (CA)  development 
facility. 

• According  to  the  terms  of  the  agreement, 
Informix  purchased  100  percent  of 
CenterView’s  outstanding  stock  in  a cash 


transaction  that  was  accounted  for  as  a 
purchase  business  combination. 

• In  connection  with  the  acquisition,  Informix 
wrote  off  approximately  $7  million  of  in- 
process  R&D  during  the  first  quarter  of 
1997. 

In  February  1996,  Informix  acquired  Oakland 
(CA)-based  Illustra  Information  Technologies, 
Inc.,  an  object-relational  database  supplier. 

• Informix  issued  approximately  12.6  million 
shares  of  common  stock  to  acquire  all 
outstanding  shares  of  Illustra.  An 
additional  2.4  million  shares  of  Informix 
stock  were  reserved  for  issuance  in 
connection  with  the  assumption  of  Illustra’s 
outstanding  stock  options.  The  acquisition 
was  accounted  for  as  a tax-free  pooling  of 
interest. 

• Illustra  supplies  dynamic  content 
management  database  software  and  tools 
for  managing  complex  data  in  the  Internet, 
multimedia/entertainment,  financial 
services,  earth  sciences,  and  other  markets. 

• Included  in  the  acquisition  was  Illustra’s 
DataBlade  management  system  modules 
which  Informix  has  since  integrated  into  its 
own  Dynamic  Scalable  Architecture, 
Informix’s  core  parallel  database  technology. 

• Illustra  has  become  a wholly  owned 
subsidiary  of  Informix  Corporation. 

Financials 

Total  1996  revenue  reached  $939.3  million,  a 
32%  increase  over  1995  revenue  of  $714.2 
million.  Net  income  remained  constant,  with 
$97.8  million  in  1996  compared  to  $97.6 
million  in  1995. 

A five-year  financial  summary  is  shown  in 
Exhibit  2. 
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Exhibit  2 


Informix  Software 
Five-Year  Financial  Summary 
(S  Millions,  except  per-share  data)* 


Fiscal  Year 

Item 

1996 

1995 

1994 

1993 

1992 

Revenue 

$939.3 

$714.2 

$470.1 

$353.1 

$283.6 

• Percent  change  from 
previous  year 

32% 

52% 

33% 

25% 

58% 

income  before  taxes 

$148.2 

$152.8 

N/A 

N/A 

$61.7 

• Percent  change  from 
previous  year 

(6%) 

N/A 

N/A 

N/A 

360% 

Net  income 

$97. 8(a) 

$97.6 

$61.9 

$55.0 

$47.8 

• Percent  change  from 
previous  year 

58% 

13% 

15% 

279% 

Earnings  (loss)  per  share  (b) 

$0.63 

$0.65 

$0.43 

$0.40 

$0.38 

• Percent  change  from 
previous  year 

(3%) 

51% 

8% 

5% 

252% 

* Data  prior  to  1995  has  been  restated  to  reflect  the  acquisition  of  lllustra  Information  Technologies,  Inc.  from  its 
inception  date  of  July  31,  1992. 

(a)  Includes  lllustra  merger  expenses  of  $5.9  million. 

(b)  Per-share  data  restated  to  reflect  a two-for-one  stock  split  which  was  effective  June  26,  1995. 


Research  and  development  expenditures  were 
approximately  $120.2  million  (13%  of  revenue) 
in  1996,  compared  to  $85.6  million  (12%  of 
revenue)  in  1993  and  $60.4  million  (13%  of 
revenue)  in  1994. 

Interim  Results 

Revenue  for  the  six  months  ending  June  29, 
1997  was  $298.4  million,  a decrease  of  31% 
from  revenue  of  $430.3  million  during  the 
same  period  in  1996.  Net  losses  for  the  period 
were  $282.7  million,  compared  to  net  income 
of  $37.5  million  during  the  same  period  the 
previous  year.  Losses  included  one-time 
charges  of  $7.0  million  related  to  the 
acquisition  of  CenterView  Software  and  $30.5 
million  related  to  the  write-off  of  goodwill  and 
other  long-term  assets. 


• North  American  revenue  was  $148.0  million 
for  the  period,  compared  to  $174.4  million 
during  the  same  period  in  1996. 

• European  revenue  was  $85.8  million, 
compared  to  $173.9  million  the  previous 
year. 

• Intercontinental  revenue  was  $64.6  million 
for  the  period,  compared  to  $82.0  million 
during  the  same  period  in  1996. 

Revenue  Analysis  by  Product/Service 

Approximately  75%  of  Informix’s  1996 
revenue  was  derived  from  licensing  fees  for  its 
software  and  25%  from  its  services.  In  1996, 
database  servers,  connectivity,  and  tools 
products  accounted  for  substantially  all 
Informix’s  license  revenue.  A three-year 
summary  of  source  of  revenue  is  shown  in 
Exhibit  3. 
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Exhibit  3 


Informix  Software 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Products/Services 

Fiscal  Year 

1996 

1995 

1994 

Revenue 

$ 

Percent 
of  total 

Revenue 

$ 

Percent 
of  total 

Revenue 

$ 

Percent 
of  total 

License  fees 

$708.0 

75% 

$539.7 

76% 

$363.8 

78% 

Services 

231.3 

25% 

174.5 

24% 

104.9 

22% 

Total 

$939.3 

100% 

$714.2 

100% 

$468.7 

100% 

Source:  Informix  Software 


License  revenue  growth  in  1996  is  attributed 
to  strong  demand  for  Informix’s  server 
products,  especially  the  INFORMIX-OnLine 
Dynamic  Server™.  Revenue  from  the 
company’s  database  tool  products  fell  from 
1995  to  1996  due  to  competition  and  an 
increase  in  sales  to  resellers,  which  have 
traditionally  concentrated  on  purchases  of 
database  server  products. 

Service  revenue  reflected  continued  growth  of 
the  company’s  installed  customer  base  and 
resulting  renewal  of  maintenance  contracts 
and  increased  consulting  revenue. 

Market  Financials 

Informix’s  customers  consist  primarily  of 
users,  computer  original  equipment 
manufacturers  (OEMs),  value-added  resellers 
(VARs),  systems  integrators,  distributors,  and 
dealers.  The  company  markets  its  products 
directly  to  users  through  its  sales  force  and 
indirectly  to  users  through  OEMs,  VARs, 
distributors,  dealers,  and  systems  integrators. 


Major  market  sectors  served  include:  finance, 
manufacturing/supply  chain,  retail, 
telecommunications,  travel,  health  care, 
insurance,  energy,  media,  transportation,  and 
government.  Exhibit  4 shows  INPUT’S 
estimate  of  Informix’s  revenue  by  market. 

Exhibit  4 


Informix  Software 
Revenue  by  Market  Sector 


Market  Sector 

Percent  of  Total 

Banking  & Finance 

19% 

Discrete  Manufacturing 

12% 

Government 

10% 

Insurance 

10% 

Process  Manufacturing 

9% 

Retail  Distribution 

8% 

Telecommunications 

7% 

Health  Care 

6% 

Transportation 

5% 

Utilities 

5% 

Other 

9% 

Total 

100% 

Source:  INPUT  estimates 


Informix  Corporation 
March  1995 


©INPUT  1995.  Reproduction  prohibited. 


Page  7 of  18 


INPUT  Vendor  Profile 


Geographic  Markets 

In  1996,  approximately  58%  of  Informix’s  net 
revenue  was  derived  from  sales  to  foreign 
customers,  compared  to  58%  in  1995  and  54% 
in  1994. 

Informix’s  distribution  markets  are  organized 
into  three  general  markets — North  America, 
Europe  (including  Middle  East  and  Africa), 
and  the  Intercontinental  Group  (including 
Latin  America,  Japan,  and  the  Asia/Pacific 

Exhibit  5 


region).  In  1996,  approximately  42%  ($392.1 
million)  of  Informix’s  1996  revenue  was 
derived  from  North  America,  39%  ($369.5 
million)  from  Europe,  and  19%  ($177.7 
million)  from  the  Intercontinental  region. 

Exhibit  5 displays  a three-year  geographic 
source  of  revenue  summary. 

Exhibit  6 provides  INPUT’S  estimate  of 
Informix’s  revenue  for  European  country 
markets. 


Informix  Software 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Geographic  Market 

Fiscal  Year 

1996 

1995 

1994 

North  America 

42% 

42% 

46% 

Europe 

39% 

38% 

38% 

Intercontinental 

19% 

20% 

16% 

Total 

100% 

100% 

100% 

Source:  Informix  Software 


Exhibit  6 

Informix  Software 
Revenue  by  European  Country 


Country 

Percent  of  Total 

U.K. 

32% 

Germany 

28% 

France 

12% 

Italy 

7% 

Switzerland 

5% 

Netherlands 

4% 

Spain 

3% 

Sweden 

2% 

Rest  of  Europe 

7% 

Total 

100% 

Source:  INPUT  estimates 


Key  Products  and  Services 

Informix’s  product  offerings  include  database 
servers  and  application  development  tools  for 
creating  client/server  on-line  transaction 
processing  (OLTP)  production  applications, 
decision  support  systems,  and  ad-hoc  query 
interfaces  and  connectivity  software. 

The  company’s  current  software  product 
offerings  are  summarized  in  Exhibits  A,  B,  C, 
and  D. 

Database  Servers 

The  following  is  a list  of  Informix’s  principal 
server  products: 
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• INFORMIX-Universal  Server,  released  in 
December  1996,  is  an  object  relational 
database  server  based  on  Informix’s 
Dynamic  Scalable  Architecture. 
INFORMIX-Universal  Server  allows 
customers  to  manage  traditional  data  types 
alongside  new  kinds  of  data,  such  as  audio, 
video,  text,  and  images,  through  the  use  of 
DataBlade®  modules. 

- DataBlade®  modules  are  reusable,  plug-in 
object  extensions  that  provide  data  storage 
and  management  functionality  for  non- 
traditional  data  types. 

- DataBlade  modules  available  from 
Informix  include:  INFORMIX-Spatial, 
INFORMIX-TimeSeries,  INFORMIX- 
Video  Foundation,  and  INFORMIX-Web. 

• INFORMIX-OnLine  Workgroup  Server  is  a 
database  management  system  designed 
specifically  for  workgroups.  This  product  is 
based  on  the  Company’s  Dynamic  Scalable 
Architecture  and  comes  bundled  with 
Netscape  FastTrack  Server.  It  became 
available  in  the  third  quarter  of  1996. 

• INFORMIX-OnLine  Extended  Parallel 
Server  is  a high-performance,  scalable 
database  server  designed  to  support  large 
database  environments  for  OLTP,  data 
warehousing,  imaging,  document 
management,  and  workflow  database 
applications. 

• INFORMIX-OnLine  Dynamic  Server  is  a 
multithreaded  parallel  database  server  for 
managing  larger,  more  complex  business- 
critical  databases. 

Connectivity  Products 

Key  connectivity  products  offerings  include: 

• INFORMIX-Universal  Web  Connect™  is  a 
tool  that  provides  high  performance 


connectivity  between  Web  servers  and 
databases. 

• INFORMIX-Enterprise  Gateway™, 
introduced  in  January  1995,  gives  users 
SQL  and  Remote  Procedure  Call  (RPC) 
access  to  over  60  relational  and  non- 
relational database  management  systems 
and  file  structures  residing  on  more  than  35 
hardware  platforms  and  operating  systems. 

• INFORMIX-Enterprise  Gateway 
Manager™,  a connectivity  tool  allowing 
applications  running  on  UNIX,  Microsoft 
Windows,  or  Windows  95  to  access  data 
sources  via  loadable  gateway  drivers. 
Informix  offers  gateway  drivers  for  Oracle 
and  Sybase  databases. 

• INFORMIX-Enterprise  Gateway  for 
EDA/SQL  allows  tools  and  applications 
running  on  UNIX  and  Microsoft  Windows  to 
access  data  located  anywhere  on  the 
enterprise. 

• INFORMIX-Enterprise  Gateway  with 
DRDA  is  a UNIX-based  connectivity  tool 
allowing  interoperability  to  IBM  databases 
such  as  DB2,  DB2/VM,  and  DB2/400  from 
Windows  and  UNIX  clients.  INFORMIX- 
Gateway  with  DRDA  allows  applications 
built  with  Informix  application  development 
tools  to  access  and  modify  information  in 
Distributed  Relational  Database 
Architecture™-compliant  database 
management  systems. 

• INFORMIX-ESQL  for  C and  COBOL, 
embedded  SQL  products  permit  developers 
to  take  advantage  of  SQL  technology  while 
building  applications  in  C or  COBOL. 

• INFORMIX-CLI  is  a library  of  low-level 
functions  that  provide  high-performance 
direct  access  to  Informix  databases  from 
applications  built  in  C or  other  third- 
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generation  languages.  INFORMIX-CLI  is 
compliant  with  Microsoft’s  ODBC 
specifications. 

Enduser  Information  Access  Tools 
End-user  access  tools  include: 

• INFORMIX-NewEra  ViewPoint™ — 
Graphical  database  access  tool  designed  to 
provide  the  user  easy  access  to  the  database. 

Application  Development  Tools 

Informix  database  tools  include  the  following: 

INFORMIX-Data  Director  plug-in  modules, 
providing  developers  that  use  leading 
development  environments  with  model-driven, 
drag-and-drop  functionality,  the  ability  to 
easily  develop  scalable,  distributed 
client/server  applications  for  Informix’s  family 
of  databases.  Data  Director  is  a model-driven 
data  management  platform  supported  by 
leading  companies  including  Microsoft, 
Symantec,  JavaSoft,  Powersoft,  Forte,  and 
Seagate  Software. 

• INFORMIX-Data  Director™  for  Visual 
Basic  is  a model-driven  data  access  and  data 
management  platform  that  enables 
application  developers  to  rapidly  prototype, 
build,  and  extend  workgroup  and  enterprise 
applications. 

- INFORMIX-Data  Director  for  Visual  Basic 
initially  supports  INFORMIX-OnLine 
Workstation,  INFORMIX-OnLine 
Workgroup  Server,  and  INFORMIX- 
OnLine  Dynamic  Server. 

- The  INFORMIX-Data  Director  option  is 
priced  at  $200  per  user,  or  $6,000  per  CPU 
in  an  Internet  environment,  and  is  added 
on  to  the  customer’s  INFORMIX-OnLine 
database  server  license. 


• INFORMIX-Data  Director™  for  Java  is  a 
Java  development  component  enabling 
developers  to  build  database-aware  Java 
applets  for  Informix’s  family  of  database 
servers. 

• INFORMIX-NewEra™  is  a graphical,  object- 
oriented  development  environment  designed 
for  creating  enterprise-wide  multitier 
client/server  database  applications. 

- INFORMIX-NewEra  features  a fourth- 
generation  object-oriented  programming 
language,  reusable  class  libraries, 
application  partitioning,  and  flexible 
application  deployment,  and  supports 
open  connectivity  to  Informix  and  non- 
Informix  databases. 

- INFORMIX-NewEra  is  currently  available 
for  Microsoft  Windows  and  OSF  Motif™. 

• INFORMIX-NewEra™  Pro  is  a suite  of 
graphical  development  and  database 
administration  tools  for  the  creation  of 
small-  to  mid-range  database  applications. 

• INFORMIX-Mobile,  using  INFORMIX- 
NewEra  applications,  is  a message-based 
system  for  remote  access  to  standard  LAN- 
based  applications  such  as  e-mail  and  fax 
and  sales  force  automation. 

• INFORMIX-4GL  product  family — A 
comprehensive  fourth-generation 
application  development  and  production 
environment  that  provides  power  and 
flexibility  to  application  development  needs. 
The  INFORMIX-4GL  product  family  is 
comprised  of  three  core  products: 
INFORMIX-4GL  Compiled,  INFORMIX- 
4GL  Rapid  Development  System  and 
INFORMIX-4GL  Interactive  Debugger. 
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• INFORMEX-MetaCube™ — An  on-line 
analytical  processing  engine  that 
automatically  preconsolidates  data  and 
provides  a multidimensional  view  of  data. 
The  INFORMIX-MetaCube  product  family 
also  includes: 

- MetaCube  Analysis  Engine,  an  ROLAP 
engine  that  provides  the  backbone  for 
high-performance  data  warehouse 
applications 

- MetaCube  Explorer,  an  ad-hoc  decision 
support  tool  for  end  users 

- MetaCube  Warehouse  Manager,  a 
graphical  tool  for  administering  the 
"metadata" 

- MetaCube  Warehouse  Optimizer  to 
improve  query  performance  and  overall 
usability  of  the  data  warehouse 

- MetaCube  Scheduler  for  batch  processing 

- MetaCube  QueryBack  for  running  queries 
in  the  background 

- MetaCube  Aggregator  for  creating  and 
maintaining  aggregates  in  a data 
warehouse 

- MetaCube  for  Excel,  which  enables  data 
warehouse  analysis  in  an  Excel 
spreadsheet  environment 


- MetaCube  for  the  Web,  which  brings 
MetaCube  analysis  capabilities  to 
intranets 

Third-Party  Development  Tools 

Informix  has  over  200  Informix  InSync 
partners  that  offer  a variety  of  products  that 
expand  the  capabilities  of  the  Informix 
application  development  environment  in  the 
following  categories: 

• Analysis  and  design 

• Connectivity  and  APIs 

• Database  administration  tools 

• Development  languages 

• Form  painters  and  code  generators 

• Imaging  tools 

• Lifecycle  management 

• Office  automation 

• Publishing 

• Report  writers  and  query  tools 

• Specialty  tools 

• Statistical  analysis 

• Windows  end-user  tools 

• Windows  application  development  tools 
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Informix  Software  Products 

Exhibit  A 

Database  Servers 


• INFORMIXO-Universal  Server 

• Object  relational  database  server 

• DataBlade®  Modules 

• Plug-in  object  extensions  for  non-traditional  datatypes 

• INFORMIX-OnLine  Dynamic 
Server™ 

• Next-generation  parallel  processing  database  server 

• INFORMIX-OnLine  Workgroup 
Server 

• Database  management  system 

• INFORMIX-OnLine  Extended 
Parallel  Server  (OnLine  XPS) 

• Scalable  database  server 

• INFORMIX-OnLine/Secure 
Dynamic  Server™ 

• Has  added  features  for  multilevel  secure  applications 

• INFORMIX-OnLine 

• High-performance  OLTP  database  server 

• INFORMIX-OnLine/Secure 

• Has  added  features  for  multilevel  secure  applications 

• INFORMIX-OnLine/Optical 

• Allows  optical  disk  systems  to  store  binary  large  objects 

• INFORMIX-OnLine  Workstation 

• Single-user  platform  for  development  of  workgroup 
applications 

• INFORMIX-SE 

• SQL-based  database  engine  for  smaller  applications 

• C-ISAM® 

• Library  of  C functions 

Exhibit  B 

End-User  Access  Tools 


• INFORMIX-NewEra  ViewPoint 

• Enables  users  to  create  their  own  decision-support 
applications 
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Exhibit  C 

Connectivity  Products 


• INFORMIX-Enterprise 
Gateway™  Manager 

• Connectivity  tool  for  UNIX,  Microsoft  Windows,  or 
Windows  95  applications 

• INFORMIX-Enterprise  Gateway 
for  EDA/SQL 

• Allows  tools  and  applications  running  on  UNIX  and 
Microsoft  Windows  to  access  data  anywhere  on  the 
enterprise 

• INFORMIX-E  SQL  for  C and 
COBOL 

• Embedded  SQL  products 

• INFORMIX-CLI 

• Library  of  low-level  functions 

• INFORMIX-Universal  Web 
Connect 

• Tool  that  provides  high-performance  connectivity 
between  Web  servers  and  databases 

• INFORMIX-NET 

• Allows  Informix  database  applications  to  be  implemented 
with  client/server  architecture 

• INFORMIX-Gateway  with  DRDA 

• Integrates  IBM  relational  databases  with  Informix 
applications  on  open  systems 

• INFORMEX-TP/XA 

• Links  INFORMIX-OnLine  to  X/Open  XA 

. INFORMIX-DCE/NET 

• Provides  distributed  computing  services 
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Exhibit  D 


Application  Development  Tools 


• INFORMIX-NewEra 

• INFORMIX-NewEra  ViewPoint  Pro 


Next-generation  client/server  environment 


• INFORMIX®-Data  Director™  for  Visual 
Basic 

• INFORMIX-Data  Director  for  Java 

• INFORMIX-MetaCube™  Product  Suite 

- MetaCube  Analysis  Engine 

- MetaCube  Explorer 

- MetaCube  Warehouse  Manager 

- MetaCube  Warehouse  Optimizer 

- MetaCube  Scheduler 

- MetaCube  QueryBack 

- MetaCube  Aggregator 

- MetaCube  for  Excel 

- MetaCube  for  the  Web 

• INFORMIX-4GL 

• INFORMIX-4GL  Rapid  Development  System 
(RDS) 

• INFORMIX-4GL  Interactive  Debugger 

• INFORMIX-4GL  Compiled 

• INFORMIX-4GL  Forms 


• Graphical  tools  for  small/mid-range 
applications 

• Model-driven  data  access  and  data 
management  platform 

• Java  development  component 

• Family  of  decision-support  software  for 
large-scale  data  warehouses 

A ROLAP  engine  that  provides  the  backbone 
for  high-performance  data  warehouse 
applications 

An  ad  hoc  decision  support  tool  for  end  users 

A graphical  tool  for  administering  the 
"metadata" 

For  improved  query  performance  and  overall 
usability  of  the  data  warehouse 

For  batch  processing 

For  running  queries  in  the  background 

For  creating  and  maintaining  aggregates  in  a 
data  warehouse 

Enables  data  warehouse  analysis  in  an  Excel 
spreadsheet 

Analysis  capabilities  for  intranets 

• Fourth-generation  programming  language 

• Fourth-generation  language  with  pseudo- 
code system 

• Works  with  Rapid  Development  System  to 
provide  windowed  environment  for 
interactive  debugging 

• 4GL  compiler 

• Code  generator  and  form  painter  for  data 
applications 

Cont. 
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Exhibit  D (cont.) 

Application  Development  Tools  (cont.) 


• INFORMIX-Menus 

• Creates  menus  that  can  access  other 
submenus,  programs 

• INFORMIX-4GL/GX 

• Works  with  4GL  RDS  to  run  character-based 
applications  in  graphical  environments 

• INFORMIX-4GL/RF 

• Allows  recompilation  of  INFORMIX-4GL 
RDS  applications  to  run  over  radio  frequency 
network 

• INFORMIX-TP/Toolkit 

• Allows  INFORMIX-4GL  applications  to  run 
in  conjunction  with  a transaction  manager 

• INFORMIX-HyperScript  Tools 

• Visual  programming  environment  used  to 
create  applications  in  Windows,  UNIX,  and 
Macintosh 

• INFORMIX-SQL 

• Menu-driven  SQL  RDBMS  for  UNIX  and 
DOS 

• INFORMIX-ESQL/C 

• Interface  to  INFORMIX-SQL  database  for  C 
programmers 

• INFORMIX-ESQL/COBOL 

• Interface  to  INFORMIX-SQL  databases  for 
COBOL  users 

• INFORMIX-Ada/SAME 

• SQL  module  language  compiler 

Maintenance,  Consulting,  and  Services 
Informix  offers  two  levels  of  software 
maintenance: 

familiar  with  the  application  and  to  an  on- 
line bulletin  board. 

Informix’s  Professional  Services  organization 

• Standard  maintenance  includes  regular 
product  updates,  unlimited  telephone 
support,  and  Tech  Notes  (a  quarterly 
publication  from  Informix  to  help  customers 
with  troubleshooting). 

provides  software  clients  with  the  following 
services: 

• Consulting  services  support  the  analysis, 
design,  implementation,  and  production 
phases  of  database  applications. 

• Regency  Support  offers  a higher  level  of 
service  to  customers  with  complex,  on-line 
transaction-processing-based  applications . 
Through  Regency  Support,  customers  have 
access  to  a dedicated  engineer  who  is 

• Training  courses  cover  every  product  offered 
by  Informix  and  are  tailored  to  specific  skill 
levels/job  functions.  The  courses  are 
available  at  Informix  Training  Centers  in 
cities  across  the  U.S. 
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Clients 

Informix’s  major  clients  include  Visa 
International,  United  Airlines,  Holiday  Inn, 
Great  Britain’s  Royal  Air  Force,  Tops 
Appliance  City,  Sears  Merchandise  Group, 
GTE  Telephone  Operations  (GTE),  Freeport- 
McMoRan  Inc.,  American  Automobile 
Association  (AAA),  Home  Depot,  Wal-Mart 
Stores,  American  Express  Travel-Related 
Services,  Cray  Systems,  Kuwait  Petroleum, 
Occidental  Chemical  Corp.,  Carrefour, 
American  International  Airways,  Hussmann 
Corp.,  Swiss  Life,  and  the  United  Kingdom’s 
Royal  Navy. 

Marketing  and  Sales 

In  the  U.S.,  Europe,  and  Latin  America,  the 
company  distributes  its  products  through 
direct  user  licensing,  OEMs,  VARs  addressing 
specific  markets,  systems  integrators, 
distributors,  and  dealers. 

In  other  foreign  countries,  the  company 
licenses  its  products  to  users  primarily 
through  VARs,  distributors,  and  OEMs. 

In  an  attempt  to  maintain  broad  market 
coverage  and  product  availability,  the 
company  has  chosen  a multiple-channel 
distribution  strategy.  Discount  policies  and 
reseller  licensing  programs  are  designed  to 
support  each  channel  of  distribution. 

Informix  has  four  separate  internal  sales 
organizations: 

• The  Americas  sales  organization,  with 
approximately  1,549  employees  as  of 
December  31,  1996,  has  sales  offices  in 
major  cities  throughout  the  U.S.,  Canada, 
Mexico,  and  Brazil. 

• The  Europe,  Middle  East,  Africa, 
Asia/Pacific  sales  organization,  with 
approximately  1,291  employees  as  of 


December  31,  1996,  has  sales  offices  in  15 
European  countries. 

• The  Japan  sales  organization,  had 
approximately  99  employees  as  of  December 
31,  1996. 

• The  Federal  sales  organization 

Alliances 

Informix  has  established  relationships  with 
OEMs,  including  Amdahl,  Compaq,  Dell, 
Digital,  Hewlett-Packard,  Intel,  NCR,  NEC, 
Siemens  Nixdorf  Informationsystems,  and 
Tandem.  The  company  also  has  established 
relationships  with  SAP,  Baan,  PeopleSoft, 
Lawson  Software,  Silicon  Graphics,  Netscape, 
Sun  Microsystems,  Virtual  Solutions,  Saba, 
Forte,  and  Seagate. 

The  Informix  Solutions  Alliance  program 
encompasses  a variety  of  technology  partners, 
and  is  segmented  into  four  groups: 

• Software  Application  Partners — More  than 
4,000  application  solutions  providers, 
including  Netscape,  PeopleSoft,  and  SAP, 
provide  solutions  to  the  retail, 
telecommunications,  insurance,  banking 
and  financial  services,  hospitality, 
entertainment,  supply  chain,  and  health 
care  industries. 

• Service  Partners — Includes  consulting  and 
systems  integration  partners 

• Software  Tools  Partners — Partnerships 
with  companies  such  as  Baan  offering 
many  database  development  solutions. 

• Hardware  and  Operating  Systems 
Partners 
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A sampling  of  Informix’s  recent  alliances 
include  the  following: 

In  June,  1997,  Informix  and  EDS  signed  a 
strategic  worldwide  agreement  to  leverage 
each  others’  products  and  services  in  an 
agreement  to  jointly  identify  and  pursue  new 
business  opportunities  for  Informix’s 
relational  and  object-relational  database 
technologies.  The  companies  will  work  on 
joint  development  and  marketing  activities  on 
industry-specific  solutions  and  services 
offerings  based  on  Informix  products. 

• Informix  will  become  a preferred  EDS 
database  vendor  enabling  EDS  to 
recommend  the  use  of  Informix  products  to 
EDS  customers. 

• EDS  will  purchase  Informix’s  products  for 
internal  use  and  will  become  a preferred 
integration  consulting  provider  of  a number 
of  Informix’s  internal  and  external  projects. 

• Informix  will  also  outsource  the  operation  of 
its  Lenexa  (KS)-based  TeleBusiness  Call 
Center  to  EDS. 

• EDS  will  become  a key  participant  in  the 
Informix  information  Superstores. 

In  April  1997,  Informix  and  Symantec 
Corporation,  a provider  of  Java  development 
environments,  entered  into  a strategic 
alliance  to  develop  and  market  solutions 
enabling  developers  to  rapidly  create  and 
deploy  next-generation  enterprise  Java 
applications. 

• According  to  the  terms  of  the  agreement, 
both  companies  will  integrate  and  market 
each  other’s  leading  products  to  professional 
Web  and  enterprise  Java  developers 
worldwide. 


• Informix  has  adopted  Symantec  Visual  Cafe 
Pro  as  the  premier  Java  development  tool 
for  Informix  OnLine  and  INFORMIX- 
Universal  Server  databases.  Symantec  has 
adopted  INFORMIX-Universal  Server  as  is 
premier  database  solution,  and  will  replace 
Sybase  SQL  Anywhere,  bundling 
INFORMIX-Universal  Server  with  future 
versions  of  Symantec  Visual  Cafe  Pro. 

Informix  and  PeopleSoft  have  an  established 
partnership  whereby  the  two  companies 
combine  Informix’s  database  servers  with 
PeopleSoft’s  financial,  human  resource,  and 
manufacturing  applications. 

• In  November  1996,  Informix  formed  a new 
PeopleSoft  business  development  unit 
focused  on  joint  development  activities  and 
increasing  market  presence  for  the  Informix/ 
PeopleSoft  solution  globally. 

• Customers  of  the  Informix/PeopleSoft 
solution  include  Barnes  & Noble,  Budget 
Rent-a-Car,  The  Gap,  Home  Depot,  and 
PepsiCo. 

Informix  and  SAP  recently  celebrated  their 
1,000th  Informix  SAP  R/3  customer 
installation  for  enterprise  applications  and 
announced  more  than  100  Informix  SAP  R/3 
sites  on  Windows  NT  during  the  first  six 
months  of  sales. 

The  Baan/Informix  partnership,  established 
in  1994,  covers  working  relationships  at 
multiple  levels — from  sales  support  through 
executive  management. 

• During  the  first  quarter  of  1997,  Informix 
became  the  number-one  database  sold  by 
Baan  in  North  America. 
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• In  January  1997,  the  two  companies  entered 
into  a technology  agreement  under  which 
Baan  uses  commercially  available  RDBMS 
technology  from  Informix  to  replace  its  own 
Tribase  database. 

• Informix  and  Lawson  Software  have  an 
agreement  to  embed  INFORMIX®-OnLine 
Dynamic  Server™  in  Lawson’s  INSIGHT 
products.  This  is  the  first  instance  where 
Lawson  has  embedded  a third-party 
database  in  its  software. 


Competition 

Informix’s  primary  competitors  are  Oracle 
Corporation,  Sybase  Corporation,  IBM 
Corporation,  Microsoft  Corporation,  The  ASK 
Group,  Inc.  (Computer  Associates 
International,  Inc.),  Progress  Software,  and, 
to  some  degree,  suppliers  of  third-party  tools 
such  as  Gupta  Technologies,  Powersoft 
Corporation,  Uniface  Corporation,  and  Unify 
Corporation. 
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InPower 


President  & CEO:  Michael  Green 

2185  North  California  Boulevard 
Walnut  Creek,  CA  94596 
Phone:  (510)939-3900 

Fax:  (510)946-4891 


Status:  Private 

Employees:  175 


Company  Description 

InPower  was  formed  in  July  1995  by  Integral 
Systems  as  a separate  company  to  focus  on 
client/server  systems. 

• InPower’s  strategy  is  to  create  and  market 
client/server  software  for  human  resources 
(HR)  and  payroll  applications. 

• Integral  was  formed  in  1972  to  provide 
consulting  and  custom  development  of  HR 
applications.  It  has  evolved  into  a product 
company,  acquiring  and  developing 
software,  while  continuing  to  sell  services. 
Its  focus  is  now  on  mainframe  HR  and 
financial  solutions. 


Organization  and  Structure 

InPower  is  headed  by  Michael  Green  who,  for 
the  last  two  years,  headed  customer  service 
and  marketing  at  Integral. 

InPower’s  staff  of  175  is  primarily  populated 
by  ex-integral  employees.  Key  executives  are 
summarized  below: 

• Steve  Knowles  recently  joined  InPower  as 
VP  Marketing  from  application  development 
tools  vendor,  Business  Objects.  Earlier  in 
his  career  Steve  was  Director  of 
Interoperability  Solutions  at  Sybase. 

• Roxanne  Paras,  VP  Client  Services, 
manages  four  business  units  staffed  by 
approximately  75  people  who  provide 
education,  consulting,  client  management 
and  technical  support  services  for  InPower’s 
domestic  and  international  clients.  Roxanne 

VAED 


©INPUT  1995  Reproduction  prohibited. 


Page  1 of  6 


INPUT  Vendor  Profile 


has  10  years  of  HR  management  experience, 
directing  HR,  payroll  and  benefits.  She  has 
also  extensive  implementation  consulting 
experience  with  a variety  of  software 
vendors. 

• Robert  Trepper  directs  InPower’s  domestic 
and  international  sales  and  sales  support 
operations.  He  came  to  InPower  from 
Syntellect,  a provider  of  voice  processing 
solutions,  where  he  served  as  VP  of  North 
American  sales.  From  1987  to  1990  he  was 
Director  of  Sales  and  Marketing  at  TRW 
Financial  Systems.  He  has  24  years  of  sales 
and  customer  service  management 
experience  in  the  high  technology  industry. 

• John  Eckstrom,  InPower’s  VP  of  Product 
Development,  joined  the  company  in  August 
1995,  having  been  VP  of  client/server 
development  at  Bank  of  America.  Before 
that  he  was  at  TRW  Financial  Systems,  a 
leader  in  financial  document  image 
processing. 

• William  Leckonby,  who  came  from  Tesseract 
to  be  Integral’s  CEO  in  1993,  is  on  InPower’s 
board. 

• Lee  Klein,  VP  Business  Planning,  manages 
InPower’s  internal  processes  and  overseas 
strategic  decisions  for  products  and  services. 
Formerly  VP  of  applications  development, 
Klein  managed  the  on-going  design, 
development  and  introduction  of  the 
InPower  Series,  model-based  client/server 
applications.  She  managed  the  design  of 
relational  database  management  systems 
for  InPower  and  guided  a group  of  business 
analysts  and  C/S  engineers  in  capturing 
best  business  practices  for  the  HR  arena. 

Currently  InPower  operates  out  of  the  same 
premises  as  Integral.  The  goal  is  to  move  it 
into  its  own  premises  in  early  1996.  It  will 
then  operate  separate  from  Integral. 


Financials 

InPower  does  not  disclose  financials,  but  with 
25  customers  paying  an  entry  price  of 
$200,000,  INPUT  estimates  1995  revenues  of 
under  $10  million  for  InPower. 

The  company  can  be  expected  to  grow  at  least 
40%  annually  over  the  next  two  years. 

Market  Financials 

InPower  sells  a cross-industry  solution  and  is 
not  specializing  in  vertical  markets.  However, 
InPower  recognizes  that  different  markets 
have  different  needs  and  the  flexibility  of  its 
software  design  means  that  software  can  be 
adapted  readily  to  meet  new  market 
requirements. 

InPower’s  installed  base  spans 
manufacturing,  retail,  oil  & gas,  health 
services,  financial  services,  transportation  and 
government. 

Key  Products  and  Services 

The  InPower  Series  has  two  application 
offerings — InPower  HR  and  InPower  Pay. 

• The  products  run  on  Sun,  IBM  and  Hewlett- 
Packard  servers.  Client  machines  are  IBM- 
compatible  PCs  or  Sun  workstations. 

• InPower  supports  a range  of  databases, 
primarily  Oracle  and  Sybase,  with  DB2, 
Informix  and  ODBC  databases  as 
alternatives. 

InPower  HR  supports: 

• Staffing 

• Total  Compensation 

• Work  Force  Development 

• Labor 

• Work  Environment 

• Structures  Management 
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InPower  Pay  supports  payroll  processing.  It  is 
designed  for  corporations  that  want  to  do 
their  own  payroll  processing,  rather  than 
offload  it  to  a bank  or  processing  services 
company,  like  ADP. 

InPower  provides  supporting  development 
tools — InPower  Tools  and  InPower 
Models — that  enable  developers  to  encode 
business  rules  and  organize  workflow. 

InPower  has  taken  the  best  business  practices 
for  HR  and  incorporated  them  in  its  product 
line.  Companies  can  compare  their  business 
practices  to  those  recommended  by  InPower. 

• InPower  Tools  is  a visual  development  tool 
that  enables  both  users  and  IS  staff  to 
customize  their  software.  The  IS  staff  can 
determine  which  users  are  enabled  to 
change  the  appearance  of  their  code  using 
the  tools. 

• InPower  Models  are  designed  to  support 
business  process  reengineering  (BPR)  and 
enable  corporations  to  map  the  flow  of 
information. 

InPower  also  resells  Crystal  Report  Writer 
from  Crystal  Reports.  This  popular 
client/server  report  writer  enables  reports  to 
be  easily  customized  by  users. 

InPower’s  tools  are  chosen  by  companies  that 
want  an  integrated  CASE  methodology.  They 
are  particularly  useful  to  companies  that  are 
reengineering. 

• Workflow  is  built  into  InPower’s  software, 
enabling  HR  information  to  be  processed 
depending  on  events  such  as  an  employee’s 
hiring  or  promotion. 

• InPower  integrates  its  tools  with  Integral’s 
mainframe  software  to  provide  “blended 
solutions”. 


InPower  pricing  starts  at  $195,000. 

Clients 

Integral  has  traditionally  been  a player  in  the 
mainframe  market,  just  below  the  largest 
companies.  Integral  has  1,800  customers 
worldwide.  InPower’s  main  customers  are 
companies  wanting  to  move  their  HR 
applications  off  a mainframe  and  reengineer 
their  business  processes. 

Some  customers  choose  to  keep  their  payroll 
on  mainframes  to  simplify  security,  but  want 
InPower  HR  to  move  information  to  user  PCs. 

InPower  has  25  customers/installations.  The 
typical  InPower  customer  wants  to  have  a 
client/server  HR  solution  and  reengineer 
associated  business  processes.  BPR  is 
typically  carried  out  by  professional  services 
firms  like  KPMG  and  Price  Waterhouse  who 
then  provide  the  customer  with  a choice  of  HR 
packages.  When  InPower’s  software  is 
selected,  the  InPower  sales  representative 
sells  directly  to  the  customer. 

To  create  new  features,  InPower  uses  JAD 
(Joint  Application  Development).  Groups  of 
customers  are  shown  prototypes  of  new 
features.  They  then  help  select  those  that  are 
included  in  new  product  releases. 

DHHS  - The  Department  of  Health  and 
Human  Services  has  chosen  InPower  because 
of  its  ability  to  reengineer  business  processes 
and  flexibility.  DHHS  will  help  InPower 
market  solutions  to  the  government,  being  the 
first  customer  to  customize  the  software  for 
government  hiring  processes.  DHHS  will  also 
provide  a help  desk  and  demo  center  for 
InPower  to  support  other  government 
agencies. 

Alcoa  has  selected  InPower’s  software  in  its 
Knoxville  plant  to  manage  data  on  6000 
employees  using  InPower  HR  and  InPower 
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Tools.  The  system  runs  on  HP  9000s  with  an 
Oracle  relational  database  and  server  at 
Alcoa’s  Pittsburgh,  PA  headquarters. 

Marketing  and  Sales 

Sales  are  direct.  The  role  of  third-party 
professional  services  and  consulting  firms  is 
to  help  customers  redngineer  their  HR 
systems.  Professional  services  firms  engaged 
in  BPR  refer  leads  to  the  InPower  sales  force, 
rather  than  reselling  Integral’s  code. 

Alliances 

Integral  has  historically  worked  with  large 
services  arms  of  accounting  firms  to  promote 
its  products.  This  works  especially  well  for 
InPower  in  accounts  that  are  reengineering 
their  business  processes. 

InPower  currently  has  four  large  professional 
services  firms  trained  in  its  software.  KPMG 
and  Price  Waterhouse  are  examples  of 
Premier  Partners  that  recommend  InPower  as 
an  HR  systems  vendor.  The  Systems 
Consulting  Group  and  Booz,  Allen  and 
Hamilton  are  other  partners. 

• Booz,  Allen  and  Hamilton  is  working  with 
InPower  on  the  DHHS  account. 

• Eight  representatives  from  Price 
Waterhouse,  KPMG  and  Booz,  Allen 
Hamilton  have  received  InPower  training 

• KPMG  Peat  Marwick  LLP  was  InPower’s 
first  strategic  alliance,  announced  in  the 
second  quarter  of  1995.  KPMG  is  focusing 
on  government  and  higher  education 
markets.  KPMG  can  complement  InPower’s 
solutions  by  providing  financial  software 
that  is  installed  in  over  200  government  and 
higher  education  accounts. 


Competition 

InPower  is  chosen  by  companies  that  want  a 
business  modeling  tool  integrated  with  their 
HR  software. 

Major  competitors  include  PeopleSoft,  Cyborg 
and  Oracle. 

• PeopleSoft  (Walnut  Creek,  CA)  positions 
itself  as  the  leading  client/server  HR  vendor. 
Aggressive  marketing,  coupled  with  a well- 
designed  user  interface,  has  propelled  its 
growth.  It  too  offers  development  tools,  but 
they  are  more  like  PC  Windows 
development  tools  than  CASE  tools.  They 
have  less  emphasis  on  BPR  and  more  on 
cyclical  development  methods.  PeopleSoft 
offers  financials  and  logistics  software, 
unlike  InPower. 

• Cyborg  targets  similar  markets  to  InPower 
with  a focus  on  HR  solutions.  Cyborg  has  a 
lower  entry  price  and  focuses  less  on 
customization.  Cyborg  is  also  stronger  in 
established  minicomputer  accounts. 

• Oracle  sells  its  HR  solutions  with  its 
database  and  usually  as  part  of  an 
applications  suite.  Oracle’s  main  focus  is  on 
systems  software,  although  in  the  last  year 
it  has  put  more  emphasis  on  its 
applications. 

SAP  is  preferred  by  large  multinationals, 
particularly  in  manufacturing  that  want  an 
integrated  HR,  financial  and  manufacturing 
solution.  SAP  emphasizes  support  for  HR 
policies  in  different  countries  and  targets 
large  manufacturing  multinationals. 

Lawson  Software  provides  midrange 
client/server  HR  solutions,  but  InPower 
typically  serves  installations  that  have  a 
mainframe.  In  the  longer  term,  Lawson  could 
be  a more  serious  competitor  as  InPower 
increases  its  market  penetration. 
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Outlook 

As  a separate  company,  InPower  can  move 
faster  than  Integral  to  compete  with 
PeopleSoft.  In  the  long  run,  InPower  has  the 
opportunity  to  outgrow  Integral  and  be  a 
highly  successful  venture.  Short  term, 
InPower  will  focus  on  HR  applications.  In  the 
future,  the  company  can  be  expected  to  add 
financials  and  other  modules  to  support 
enterprise  computing. 

INPUT  Assessment 

InPower  has  a management  team  that  is 
experienced  in  selling  and  supporting  HR 
solutions.  It  knows  how  to  balance 
customization  and  standard  product 
development.  It  also  knows  when  to  rely  on 
partners  for  professional  services,  like  BPR, 
that  it  does  not  provide. 

Exhibit  1 


Management  Strengths 

• Focus  on  the  HR  client/server  market 

• Ability  to  balance  service  and  product  marketing 

• InPower  has  a new  management  team  with 
strong  credentials  and  good  track  records 


InPower  has  acquired  both  senior  marketing 
and  development  executives  recently.  This 
strengthening  of  the  management  team  is 
likely  to  cause  some  instability  as  the 
company  gets  established.  In  general,  the 
changes  should  be  viewed  positively  as  they 
will  enable  InPower  to  adapt  from  its 
mainframe  heritage  to  faster  moving 
client/server  markets. 

To  grow  fast,  InPower  management  can  be 
expected  to  raise  additional  capital.  Bringing 
in  new  investors  offers  the  company  an 
opportunity  to  enhance  its  valuation,  thereby 
energizing  its  employees. 


Exhibit  2 

Management  Challenges 

• Differentiate  InPower  from  other  HR  vendors 

• Manage  the  relationship  with  Integral 

• Move  fast 

• Inject  new  capital  and  additional  owners 


InPower’s  software  is  most  attractive  to 
companies  that  want  to  reengineer  their 
business  processes  when  they  purchase  the 
software.  Companies  merely  interested  in 
automating  paperwork  are  unlikely  to 
purchase  from  InPower.  The  InPower 
software  architecture  enables  users  to 
customize  their  applications,  but  it  also 
enables  system  administrators  to  enforce 
security  controls.  For  example,  only  certain 
users  may  be  allowed  to  modify  their 
software. 

Exhibit  3 

Product  Strengths 

• Supports  business  modeling 

• Users  can  customize  their  systems 

• Central  IS  can  control  security 

• Modern,  flexible  architecture 


InPower  should  consider  having  a low-end 
solution  that  can  be  sold  by  VARs  and  makes 
its  solution  more  scalable.  InPower  is 
currently  supporting  leading  server  platforms 
from  Sun,  IBM  and  HP.  The  narrow  range  of 
platforms  supported  helps  the  company’s 
profitability  in  the  short  term,  but  may  hinder 
its  ability  to  compete  long  term.  To  date,  it 
has  been  skilled  at  selecting  fast-growing 
leaders  like  HP  and  Oracle. 

InPower  needs  to  find  innovative  software 
developers  that  can  augment  its  HR  products. 
It  is  starting  to  attract  information 
engineering  consultants,  but  it  needs  to 
attract  a wider  range  of  VARs  to  enable  it  to 
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support  branch  offices  and  smaller  accounts. 
It  also  needs  VAEs  that  can  add  modules  to 
its  products,  thereby  broadening  its  product 
fine. 

Exhibit  4 

Product  Challenges 

• Provide  a lower  entry  price 

• Support  a wider  range  of  platforms 

• Attract  third  parties  to  add  functionality 

• Differentiation  on  user  features 


Product  differentiation  is  a concern. 

Currently,  InPower  is  differentiating  itself 
from  competitors  with  technology  and  ease-of- 
customization.  Client/server  is  no  longer  a 
differentiator  and  a flexible  architecture  will 
not  be  one  for  long.  InPower  has  a marketing 
message  that  appeals  to  development  staff 
and  users  wanting  to  customize  applications. 
InPower  will  need  to  differentiate  itself  based 
on  the  solutions  it  can  provide  to  users. 
InPower  needs  to  evolve  more  modules  to 
broaden  its  product  range. 

InPower  can  market  more  aggressively  than 
its  parent  and  focus  its  resources  on  new 
products.  InPower  needs  to  gain  more 
mindshare  and  visibility  like  PeopleSoft. 
InPower  plans  to  increase  its  promotional 
activities.  These  require  a strong  marketing 
message. 

InPower  risks  being  constrained  by  the  size  of 
its  sales  force.  A strength  of  its  direct  sales 
strategy  is  that  it  provides  close  access  to 
customers. 


Exhibit  5 

Marketing  Strengths 

• Separation  from  legacy  image  of  parent 

• Professional  service  alliances 

• Ownership  of  the  customer 


Like  Integral,  InPower  has  the  potential  to  be 
strong  in  Canada  and  the  U.S.  To  be  a global 
player,  InPower  needs  to  increase  its  support 
for  international  accounts.  It  may  also 
consider  alliances  and  partners  with  regional 
HR  vendors  overseas. 

Exhibit  6 

Marketing  Challenges 

• Differentiation 

• Broader  alliances 

• Indirect  channel  management 

• Overseas  support 


InPower  has  an  exciting  opportunity  to 
challenge  vendors  like  PeopleSoft.  To  do  this 
it  must  execute  rapidly  and  reliably. 
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INTEGRAL  SYSTEMS,  INC. 


2185  North  California  Boulevard 
Walnut  Creek,  CA  94596-9496 
Phone:  (510)  939-3900 

Fax:  (510)939-4891 


Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


President  and  CEO:William  R.  Leckonby 


Private 

440 

$60,000,000* 

3/31/93 


*INPUT  estimate 


Key  Points 


In  October  1993,  Integral  Systems,  Inc.  (Integral)  announced  the 
appointment  of  William  Leckonby  as  president  and  chief  executive 
officer.  Mr.  Leckonby  brings  28  years  of  industry  experience  to 
Integral  and  since  1988,  had  been  the  president  and  chief  operating 
officer  of  Tesseract  Corporation,  a supplier  of  human  resource  and 
payroll  applications. 

In  July  1993,  after  one  week  of  sales,  Integral  Systems  announced  it 
had  closed  $1  million  sales  for  its  new  client/server  human  resource 
product,  InPower  HR. 

A key  issue  for  Integral  will  be  the  alliances  and  products  the 
company  develops  that  address  the  need  for  tools  aiding  the 
migration  of  legacy  applications  into  a client/server  environment. 

In  January  1994,  Integral  announced  it  had  completed  divestiture  of 
the  manufacturing  and  distribution  application  components  of  its 
Midrange  Division.  Sales  of  the  software,  as  well  as  ongoing 
support,  will  now  be  provided  by  Neumenon,  a models-based 
manufacturing  and  distribution  software  developer  headquartered  in 
Novi,  Michigan. 
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Company 

Description 


Financials 


Market  Financials 


Geographic 

Markets 


Integral  Systems  Inc.,  founded  in  1972,  is  an  enterprise  computing 
human  resource  and  financial  software  applications  developer.  Integral 
addresses  the  needs  of  medium-to-large  businesses  in  addition  to 
government  and  educational  organizations  with  host-based  and  second- 
generation  client/server  applications  and  services. 

• The  company's  human  resource  management  and  financial 
applications  are  available  for  IBM  mainframe,  midrange  and 
desktop  platforms. 

• Integral  currently  has  more  than  1,400  customers  through  5,000 
installations  at  over  2,000  sites  worldwide.  Customers  include  state 
and  local  government  agencies,  higher  education  institutions  and 
medium  to  large-sized  businesses  across  multiple  industries. 


INPUT  estimates  Integral’s  fiscal  1993  revenue  is  at  $60  million, 
representing  flat  revenue  growth. 


Integral's  revenues  are  divided  between  the  following  markets: 


Manufacturing:  18% 

Banking  and  finance  4% 

Telecommunications  2% 

Education  7% 

Retail  10% 

Insurance  4% 

Oil  3% 

Health  care  17% 

Energy  10% 

Entertainment  13% 

State  and  local  government  12% 


Approximately  90%  of  Integral's  revenue  is  derived  from  the  U.S.  and 
110%  from  international  sources. 

Integral  sells  and  services  its  products  through  direct  sales 
organizations  in  North  America  and  Pacific  Rim  countries.  The 
company  operates  seven  North  American  sales  offices  located  in: 
Atlanta,  GA;  Dallas,  TX;  Durham,  NC;  Downers  Grove,  IL;  Teaneck, 
NJ;  Walnut  Creek,  CA  and  Willowdale,  Ontario  (Canada). 
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Strategy 


Acquisitions 


Integral's  corporate  mission  is  to  provide  products  and  services  that 
help  customers  maintain  mission-critical  applications  on  host-based 
systems  or  migrate  to  distributed  client/server  applications  on  open 
platforms.  Integrals'  products  and  services  are  designed  to  maintain  the 
integrity  of  the  enterprise  computing  system  while  improving  efficiency, 
responsiveness  and  information  access. 

Integral  will  continue  to  market  and  support  its  midrange  human 
resource  and  financial  applications  through  a strategy  that  integrates  its 
client/server  InPower  Series  with  existing  AS/400  products. 


Integral  initiated  an  growth  program  during  the  1980s  and  began 
supplementing  its  internal  product  development  efforts  with  the 
acquisition  of  key  products  and  technologies  to  enhance  its  offerings  of 
core  business  applications. 

• In  1987,  Integral  acquired  Sysgen,  a supplier  of  integrated  human 
resource  and  financial  applications  for  the  IBM  AS/400  and 
System/38  midrange  computers.  This  acquisition  added  financial 
applications  to  Integral's  product  line,  broadened  its  human  resource 
offerings  and  positioned  the  company  to  exploit  the  rapidly  growing 
domestic  and  international  midrange  market. 

• To  round  out  its  financial  product  set,  in  1989,  Integral  acquired 
Data  Design  Associates,  a leading  supplier  of  financial  applications 
for  IBM  and  IBM-compatible  mainframes.  With  this  acquisition, 
Integral  was  able  to  offer  its  customers  a full  suite  of  core  human 
resource  and  financial  applications. 

• In  1990,  Integral  acquired  Wright  Systems,  a developer  of  CASE- 
based  manufacturing  and  distribution  software  systems  for  the  IBM 
midrange  market.  The  Wright  acquisition  opened  the  door  to  the 
growing  AS/400  market  and  enhanced  Integral's  knowledge  base 
and  expertise  in  CASE  engineering  methods. 
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Divestitures 


Alliances 


Key  Products  and 
Services 


In  January  1994,  Integral  announced  it  had  completed  divestiture  of  the 
manufacturing  and  distribution  application  components  of  its  Midrange 
Division.  Sales  of  the  software,  as  well  as  ongoing  support,  will  now  be 
provided  by  Neumenon,  a models-based  manufacturing  and 
distribution  software  developer  headquartered  in  Novi,  Michigan. 


Integral  will  continue  to  market  and  support  its  midrange  human 
resource  and  financial  applications  through  a strategy  that  integrates  its 
client/server  InPower  Series  with  existing  AS/400  products. 


Distributors  in  Malaysia,  New  Zealand  and  Venezuela  support 
Integral's  products.  Distributor  relationships  in  Europe  are  currently 
being  developed. 

Integral  has  joint  marketing  agreements  with  leading  industry  hardware 
and  software  suppliers  including  IBM,  Hewlett-Packard,  Oracle, 

Sybase,  Gupta  and  Information  Builders,  Inc. 


Approximately  25%  of  Integral's  revenue  is  derived  from  software 
license  fees  and  royalties,  55%  from  software  maintenance  and  20% 
from  consulting  and  professional  services. 

Integral  serves  more  than  1,400  customers  through  5,000  installations  at 
over  2,000  sites  worldwide.  Customers  include  state  and  local 
government  agencies,  higher  education  and  medium-  to  large-sized 
businesses  across  multiple  industries. 

Integral's  products  are  listed  in  the  following  exhibit: 
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EXHIBIT  A 

INTEGRAL  PRODUCTS 


APPLICATION  AREA/PRODUCT 

APPLICATION  AREA/PRODUCT 

Financial  Management 

Human  Resource  Management 

- Accounts  Payable 

- Affirmative  Action 

& Purchase  Control 

Planning 

- Accounts  Receivable 

- Applicant  Tracking 

- Fixed  Assets 

- Benefits  Management 

- General  Ledger 

- Compensation  Workbench 

- InFocus 

- Defined  Contributions 

- InPerspective 

- Flexible  Compensation 

- Materials  Management 

- Human  Resource  Management 

- Project  Accounting 

- InFocus  Report  Writer 

- Organization  Charting 

- Payroll  Management 

- Pension  Benefits 

- Position  Control 

- Time  & Attendance 
Management 

Client/Server  software  runs  on  the  following  operating  systems:  OS/2, 
UNIX,  and  MVS.  Products  will  also  be  adapted  in  the  future  to  run  on  • 
Windows  NT  and  OS/400. 

Mainframe  products  runs  on  MVS/XA  and  DOS/VSE. 

Midrange  software  runs  on  the  OS/400  operating  system. 

Client/Server  Products 

Integral  has  introduced  the  InPower  Series,  a second-generation 
client/server  line  for  enterprise  computing  environments.  This  series 
was  designed  using  CASE  methodologies  including  Joint  Application 
Design  (JAD)  and  Joint  Requirements  Planning  (JRP)  sessions. 

Integral  involved  customers  and  industry  practitioners  to  gain  valuable 
product  feedback  and  recommendations  for  critical  business 
requirements. 

Integral's  second-generation  product  line  offers: 

• Distributed  applications  for  open  systems 

• Separation  of  business  rules  from  applications 
logic 

• Adaptable  business  event  processing, 
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Clients 


Competition 


presentation  and  user  workflow 
• Deliverable  business  models 

Support  Services: 

Integral  provides  comprehensive  services  to  support  product 
implementation  and  ensure  customer  satisfaction.  Technical  experts 
provide  in-depth  product,  technical  and  functional  assistance. 
Functional  and  technical  training  is  available  at  customer  locations  and 
training  facilities  worldwide. 

Through  maintenance  agreements,  Integral  provides  additional  support 
including  toll-free  telephone  technical  assistance,  a 24-hour  response 
line,  an  electronic  bulletin  board,  user  conferences  and  newsletters  and 
on-site  system  updates  to  reflect  new  statutory  and  regulatory 
requirements. 

Tool  Set 

The  InPower  Architecture,  which  forms  the  foundation  of  Integral's 
InPower  Series,  comes  with  an  object  oriented,  repository-based 
toolset.  The  toolset  allows  users  to  adapt  screens  and  make  changes  to 
the  database,  business  functions  and  workflow.  Workflow  patterns  can 
be  established  through  a feature  that  automatically  prompts  users 
processing  one  business  event  to  a user-defined  number  of  related 
events  that  need  to  be  completed.  Administrative  tools  are  available 
for  security  and  object  administration.  The  object  oriented  structure  of 
the  system  eases  maintenance  and  upgrades  and  allows  reuse  of 
application  components. 


Client/Server  clients  include:  Alcoa  (global  implementation),  Sun 
Microsystems  (global  implementation),  The  Pillsbury  Company,  Pratt 
Whitney,  Transco,  Chesterfield  County. 

Mainframe  clients  include:  The  University  of  Pennsylvania,  Sara  Lee 
Knit  Products,  ITT  Hartford  Insurance,  Johnson  & Johnson  Services, 
King  County  Medical  Blue  Shield. 

Midrange  clients  include:  Nissan  Motors,  Stokely  U.S.A.,  Oshkosh 
B'Gosh,  Alta  Bates  Medical  Center,  Acxiom  Corporation,  Eiger 
Manufacturing. 


Integral's  primary  competitors  include  Dun  & Bradstreet  Software, 
Oracle,  PeopleSoft,  SAP  America,  Tesseract  and  Walker  Interactive. 
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Assessment 


Integral  is  a solid  company  that  needs  to  reduce  reliance  on  revenues 
from  traditional  mainframe-based  "legacy"  systems  sales  and  support. 
Integral  is  currently  successfully  migrating  its  client  base  from 
mainframe  to  client/server  products. 

Integral's  models-based  products  will  aid  in  positioning  Integral  in  the 
client/server  market.  The  specialization  of  application  development 
tools  linked  to  the  offering  of  client/server  solutions  is  key  for 
independent  software  companies. 

In  addition,  alliances  become  increasingly  important  as  application 
installations  become  more  complex.  Integral  has  formed  some 
important  alliances  to  help  position  itself  in  the  client/server  market. 
It's  affiliation  with  Information  Builders  is  important,  as  Information 
Builders  emerges  as  a leading  multi-platform  4GL  specializing  in 
database  connectivity. 

Alliances  with  system  integrators  will  also  be  important  in  the  future 
for  software  companies  offering  client/server  solutions  as  users  move 
toward  buying  complete  solutions  from  professional  services  firms. 

INPUT  also  believes  it  will  be  important  for  Integral  to  expand  the 
platforms  that  their  software  runs  on.  Heterogeneity  of  hardware  and 
software  platforms  is  a driving  force  in  the  client/server  market. 
Integral  should  also  consider  positioning  its  products  with  a system 
integrator  offering  full  solutions  for  client/server  applications. 
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Primary  Industry-Specific  Market:  Manufacturing 


Integrated  Automation,  Inc. 

1301  Harbor  Bay  Parkway 
P.  0.  Box  4004 
Alameda,  CA  94501 
(415) 769-5400 

CEO:  David  L.  Fain,  President 
Private  Company 
Founded:  1979 

Employees:  250  (7/86) 

Revenue  (FYE  12/31/85):  $24  million* 


The  Company:  Manufactures  computerized  automation  systems  and  products  based 
on  artificial  vision  and  digital  data  processing  technology 

Sources  of  Revenue: 

Turnkey  Systems 

Key  Products: 

- Turnkey  Systems  (Utilizes  IBM  Series/I  minicomputers) 

• Factory  and  Warehouse  Automation  Systems 

Turnkey  Systems 

• CD/ROM-Based  Storage/Retrieval  Systems 

Target  Industries: 

Discrete  manufacturing 
Process  manufacturing 

Geographic  Markets: 

- U.S.  (100%) 

Significant  Events: 

Acquired  Paladin  Software  Corporation  in  January  1986 

Other: 

Major  Customers:  Internal  Revenue  Service,  Federal  Express,  General  Electric 
(Steam  Turbine  Division) 

More  than  40%  of  company  stock  is  owned  by  Teknekron  Inc. 


*INPUT  estimate 
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INTEGRATED  HEALTH 
SYSTEMS,  INC. 

4275  Executive  Square 
Suite  550 

La  Jolla,  CA  92037 
Phone:  (619)453-3600 
Fax:  (619)453-2832 


Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


CEO: 

COO: 

Status 


Private  Company 
55 

$6,000,000* 

6/30/93 


John  F.  Perez 
Nadine  Hays 


* INPUT  estimate 


Key  Points 


Integrated  Health  Systems,  a supplier  of  IBM  AS/400-based 
software  and  services  to  the  health  care  industry,  was  purchased 
from  National  Healthtech  Corporation  in  June  1993  by  a group  of 
investors. 

John  Perez  has  been  named  CEO  and  Nadine  Hays,  formerly  of 
National  Healthtech,  was  named  COO. 

During  1993,  Integrated  Health  Systems  announced  a new  Clinical 
Documentation  System,  a new  Quality/Utilization  Management 
System,  and  a new  Cost  Accounting  System. 

In  1992,  the  company  launched  its  "BOSS"  offering,  an  IBM  AS/400- 
based  software  package  designed  to  meet  the  basic  information 
requirements  of  small  hospitals. 
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Description 

Integrated  Health  Systems  develops,  markets,  and  supports  IBM 
AS/400-based  applications  software  products  and  associated  support 
services  for  the  health  care  industry.  The  company  is  an  IBM  Industry 
Application  Specialist  Business  Partner  for  the  health  care  industry. 

Integrated  Health  Systems  currently  operates  as  a privately  held 
corporation. 

Company 

History 

Integrated  Health  Systems  was  founded  as  a private  company  in  1979. 

In  February  1989,  Integrated  Health  Systems  was  acquired  by  Dynatech 
Corporation  of  Burlington  (MA).  Dynatech  supplies  a range  of 
equipment,  instruments,  and  systems  related  to  information  display, 
measurement,  analysis,  and  control  for  communications,  scientific,  and 
medical  and  diagnostic  applications. 

In  April  1991,  Integrated  Health  Systems  was  acquired  from  Dynatech 
by  National  Healthtech  Corporation  and  operated  as  a subsidiary  of 
National  Healthtech  until  June  1993. 

In  June  1993,  Integrated  Health  Systems  was  purchased  from  National 
Healthtech  by  a group  of  investors  and  now  operates  as  a standalone, 
privately  held  company. 

Strategy 

Integrated  Health  Systems  plans  to  incorporate  advanced  technologies 
into  its  products,  such  as  client/server,  GUI,  optical  disk  storage,  and 
wireless/portable  systems,  with  a strong  emphasis  on  clinical  systems 
development. 

Financials 

INPUT  estimates  fiscal  1993  revenue  was  $6  million,  up  20%  from 
fiscal  1992  estimated  revenue  of  $5  million. 

Market 

Financials 

One  hundred  percent  of  Integrated  Health  Systems'  revenue  is  derived 
from  the  health  care  industry. 

Clients  range  in  size  from  small  community  hospitals  of  40  beds  to 
large,  multiple  service,  regional  medical  centers  of  470  beds. 

Geographic 

Markets 

One  hundred  percent  of  Integrated  Health  Systems'  fiscal  1993  revenue 
was  derived  from  the  U.S.,  including  Hawaii. 
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One  hundred  percent  of  Integrated  Health  Systems'  revenue  is  derived 
from  application  software  products  and  associated  support  services. 

Integrated  Health  Systems  offers  integrated  information  management 
systems  designed  and  written  specifically  for  the  IBM  AS/400  computer 
in  native  RPG/400  code.  Integrated  Health  Systems'  products  address 
the  three  primary  areas  of  patient  management,  financial  management, 
and  clinical  management. 

The  greatest  area  of  growth  for  new  products  in  recent  years  has  been 
in  clinical  management  systems. 

• During  1993,  Integrated  Health  Systems  announced  a new  Clinical 
Documentation  System  (replacing  an  earlier  generation  Nursing 
Information  System)  and  a new  Quality /Utilization  Management 
System  (replacing  an  earlier  generation  Utilization  Review  System). 

• The  Clinic  Care  System  for  outpatient  treatment  facilities 
coordinates  a 24-hour  outpatient  environment  and  permits  central 
access  of  information  in  the  areas  of  patient  care,  financial 
applications,  and  clinical  management. 

Integrated  Health  Systems  software  applications  include  the  following: 

• Patient  Accounting: 

- Patient  registration 

- Patient  billing 

Contract  management 
All  payer  logs 

- Accounts  receivable 

- Medical  records 

Abstracting 

DRG/case  mix  reporting 
Chart  management 

• Financial  Management: 

- General  ledger 

Budgeting 

Statistics 

Financial  reporting 

- Equipment  management  and  supply  processing 
management 

- Accounts  payable 

- Cost  accounting 
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• Clinical  Management: 

- Clinical  documentation  system 

- Physician  access 

- Order  communications 

- Resource  scheduling 

- Quality/utilization  management 

- Pharmacy  management 

In  1992,  the  company  launched  its  "Basic  Options  Software  System" 
(BOSS)  offering,  an  economical  software  package  designed  to  meet  the 
basic  information  requirements  of  small  hospitals. 

• The  BOSS  offering  includes  Integrated  Health  Systems'  Core 
Financial  System  (Patient  Registration,  Patient  Billing,  Accounts 
Receivable,  Medical  Records,  Accounts  Payable,  and  General 
Ledger)  as  well  as  the  Core  Patient  Care  System  (Order 
Communications  and  Physician  Access)  with  optional  modules 
available. 

• The  company  offers  turnkey  installation,  which  is  designed  to  install 
applications  within  90  days  of  contract  signing  (with  no 
modifications). 

Integrated  Health  Systems  currently  has  its  software  installed  at  over  55 
health  care  facilities  nationwide. 


Integrated  Health  Systems  markets  its  products  through  its  direct  sales 
force. 


Integrated  Health  System  has  alliances  with  various  vendors  as  follows: 

• Precision  Health  Systems  (payroll/human  resources  management, 
DRG  optimizer) 

• Cognos  (report  writers) 

• IBM  Application  Specialist  for  health  care  industry 
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Competitors 


Major  clients  include  Alta  Bates  Medical  Center  (Berkeley,  CA), 
Queen  of  Angels/Hollywood  Presbyterian  Medical  Center  (Los 
Angeles,  CA),  Salick  Health  Care,  Inc.  (Los  Angeles,  CA),  and  Holy 
Cross  Health  Systems  Corporation. 


Major  competitors  include  GTE  Health  Systems,  IBAX,  and  HBO  & 
Company. 
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INTEGRATED  John  Yeh,  President 

MICROCOMPUTER  SYSTEMS,  Private  Corporation 
INC.  Total  Employees:  452  (6/89) 

2 Research  Place  Total  Revenue,  Fiscal  Year  End 

Rockville,  MD  20850  9/30/88:  $27,000,000 

(301)  948-4790 


rAy 

Integrated  Microcomputer  Systems,  Inc.  (IMS),  founded  in  1979,  is 
a software  development  and  systems  integration  company  with 
experience  in  providing  total  systems  solutions  to  commercial  and 
government  clients.  IMS  provides  a range  of  systems  engineering 
services  which  include  mainframes,  minicomputers, 
microcomputers,  telecommunications,  local  area  networks,  data 
base  management  systems,  office  automation,  life  cycle 
management,  computer  security,  imaging  and  publishing  systems, 
and  other  information-related  technology  services. 

IMS'  fiscal  1988  revenue  reached  $27  million,  a 35%  increase  over 
fiscal  1987  revenue  of  $20  million.  A five-year  revenue  summary 
follows: 

INTEGRATED  MICROCOMPUTER  SYSTEMS,  INC. 

FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

9/85 

9/84 

Revenue 

• Percent  increase 

$27.0 

$20.0 

$12.5 

$9.2 

$8.5 

from  previous  year 

35% 

60% 

36% 

8% 

70% 

IMS  management  anticipates  that  fiscal  1989  revenue  will  exceed 
$34  million. 

IMS  has  operated  profitably  since  1979. 
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As  of  June  1988,  IMS  had  452  employees,  segmented 
approximately  as  follows: 


Scientists  and  engineers 

67% 

Technical  professionals 

20% 

Administration 

13% 

100% 

Approximately  85%  of  IMS'  revenue  is  derived  from  its  various 
professional  services  activities  and  15%  from  systems  integration 
services. 

IMS  offers  expertise  in  systems  design,  development,  and 
integration;  office  automation  and  advanced  methods  of 
automated  processing;  software  and  hardware  development  and 
conversion;  command,  control,  communications,  and  intelligence 
(C3I);  validation  and  verification  testing;  facilities  management; 
data  base  and  network  development  for  full  cycle  support  of 
logistics/procurement,  records,  and  decision  support;  and 
education  and  training 

Telecommunications  and  Networks.  IMS  has  expertise  in  the 
analysis,  design,  implementation,  and  integration  of  local  area 
networks  (LANs),  digital  PBX  systems,  the  Defense  Data  Network 
(DDN),  and  public  packet  switching  networks  (PSNs). 

• The  Navy  Coastal  Systems  Center  has  selected  IMS  to  provide 
a total  turnkey  LAN  for  its  on-base  data  communications.  This 
multi-year  activity  includes  network  design,  installation,  test, 
and  integration,  as  well  as  operations  and  maintenance. 

• The  National  Institutes  of  Health  selected  IMS  to  develop  the 
Technical  Specification  for  a Campus  Area  Network,  including 
communication  media,  topology,  phased  implementation,  cable 
plan  specifications,  and  broadband  system  and  equipment 
specification. 

• For  the  Naval  Supply  Systems  Command,  IMS  determined 
workload  requirements  for  electronic  image  and  data  transfer 
under  the  Engineering  Data  Management  Information  and 
Control  System. 

• The  Office  of  the  Secretary  of  Defense  (OSD)  selected  IMS  to 
design  a system  architecture  for  the  OSD  Secure  OA/LAN  and 
to  develop  techniques  for  optimization  of  total  network 
encryption  requirements. 
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C3I,  Logistics,  and  Security. 

• In  support  of  the  Deputy  Chief  of  Naval  Operations  (Air 
Warfare),  IMS  participated  in  an  array  of  ADP  and  resource 
monitoring  programs.  Specific  systems  IMS  has  developed, 
enhanced,  modified,  and  maintained  include:  Aircraft  Planning 
and  Programming  Model,  Aircraft  Module  Dictionary,  Naval 
Aircraft  Inventory  Management  System,  and  Naval  Training 
Instrument  Procedures  Systems. 

• IMS  ported  the  Army  Mobilization  Base  Requirements  Model 
(MOBREM)  from  a Unisys  1100/81  to  a Unisys  1100/72.  IMS 
also  had  responsibility  for  processing  the  MOBRAEMA 
modem,  reviewing  diagnostic  reports,  and  distributing  outputs 
to  some  200  CONUS  installations. 

• As  part  of  the  Air  Force  Logistics  Command's  efforts  to 
modernize  procurement  of  spare  parts,  repairs,  services, 
supplies,  fuel,  and  air  munitions  for  weapons  systems 
worldwide,  IMS  designed  and  implemented  the  Contracts  Data 
Management  System  in  support  of  central  procurement 
processing  and  on-line  contract  management  operations. 

• IMS  had  developed  and  markets  the  Serial  Encryption  Unit 
(SEU),  an  encryption  device  for  high-speed,  point-to-point 
secure  communications  in  a distributed  environment. 

Systems  Integration. 

• IMS  completed  the  design  and  implementation  of  a pilot  system 
for  inventory  management  and  procurement  support  for 
Department  of  the  Navy  imaging  equipment.  The  pilot 
configuration  includes  a DEC  VAX  8300  and  three  Xerox 
Ethernets  with  over  40  Xerox  6085  workstations.  IMS  installed 
the  pilot  hardware  and  software,  and  implemented  the  data 
base  using  ORACLE  in  both  the  workstation  and  VAX 
environment. 

• One  of  several  integrated  management  information  systems 
designed  and  implemented  by  IMS  for  the  U.S.  Marshals 
Service  was  the  District  Automation  Project.  The  system  uses  C 
programs,  the  UNIFY  data  base  management  system,  and  data 
base  machines  to  accomplish  district  accounting,  prisoner 
population  management,  a warrant  information  network,  and 
jail  contract  management. 

• IMS  performed  the  system  integration  and  installation  of  the 
Space  Information  Management  System  (SIMS)  to  provide  a 
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decision  support  and  office  automation  capability  to  the  Naval 
Space  Command  and  its  subordinates.  SIMS  is  a secure  LAN 
and  secure  UNIX-based  system  that  supports  various 
workstations,  including  microcomputers,  high  resolution 
graphics  workstations,  and  color  graphics  imaging  output 
devices. 

Other. 

• Since  1983,  IMS  has  provided  the  Secretary  of  the  Navy  with 
design  and  development  support  for  the  Department  of  the 
Navy  OA  and  Communications  System  (DONOACS).  IMS  is 
the  sole  contractor  supporting  the  Secretariat  Headquarters 
Information  Processing  System  which  track  all  executive 
correspondence  using  a network  of  DEC  VAX  computers. 

• For  the  David  Tayler  Research  Laboratory,  IMS  has  provided 
network  design  guidelines  for  the  implementation  of  office 
automation  and  local  area  networks  for  principal  Naval  R&D 
Centers. 

• IMS  researched,  defined,  and  documented  the  impact 
supercomputers  (Cray-2  and  Cray  X-MP)  would  have  on  the 
Naval  Surface  Warfare  Center. 


Approximately  95%  of  IMS'  fiscal  1988  revenue  was  derived  from 
various  agencies  of  the  U.S.  federal  government.  The  remaining 
5%  was  derived  from  commercial  clients. 

Federal  clients  include  The  Departments  of  State,  Commerce, 
Justice,  Agriculture,  and  Treasury;  the  National  Institutes  of 
Health;  NASA;  and  various  units  of  the  Department  of  Defense, 
including  the  Army,  Navy,  Air  Force,  Marine  Corps,  logistics 
agencies,  weapons  centers,  testbeds,  and  research  laboratories. 

Commercial  clients  include  Martin  Marietta,  AT&T,  Dynamac 
Corporation,  Computer  Sciences  Corporation,  Marriott 
Corporation,  and  Texas  Instruments. 


IMS  has  clients  in  Washington,  D.C.  and  six  states  across  the  U.S. 

The  IMS  corporate  headquarters  is  located  in  Rockville  (MD). 
IMS  maintains  branch  offices  in  Dahlgren  and  Arlington  (VA), 
Dayton  (OH),  Panama  City  (FL),  and  Ridgecrest  (CA)  in  support 
of  local  clients.  IMS  also  owns  an  overseas  subsidiary  in  Taipei, 
Taiwan. 
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IMS  has  the  following  computers  installed  at  its  data  center  in 
Rockville  for  customer  support: 


• 1 IBM  4381/R24  P14  Dual  Processor,  MVS/XA/CICS 

• DEC  VAX  11/750,  UNIX 

• CCI  POWER  6/32,  UNIX 

• TI  DS990-20,  DX10 
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INTELOGIC  TRACE,  INC. 


P.O.  Box  400044 
San  Antonio,  TX  78229-8422 
Phone:  (210)593-5700 
Fax:  (210)593-2225 


Chairman  & Office  of 
the  President: 

Office  of  the 
President  & COO: 
Status:  I 

Total  Employees: 
Total  Revenue: 

Fiscal  Year  End: 


J.  Alec  Wilder 
Public  Corporation 
996  (3/93) 
$103,647,000 
7/31/92 


Asher  B.  Edelman 


Key  Points 


Intelogic  Trace  (I  T)  was  formed  in  1985  as  a spin-off  of  Datapoint 
Corporation's  U.S.  Customer  Services  Division,  and  expanded  into 
Canada  in  1990  with  the  acquisition  of  Datapoint's  Canadian 
subsidiary. 

On-site  maintenance  is  the  foundation  of  I T's  business.  As  a full- 
service  provider,  I T offers  technical  support  services  ranging  from 
staging  to  hotline  telephone  support.  To  distinguish  itself  in  the 
service  marketplace,  I T tailors  offerings  to  the  requirements  of  the 
client. 

In  August  1992, 1 T sold  its  hardware  sales  and  leasing,  and 
applications  software  subsidiaries.  These  units  generated 
approximately  $38  million  in  revenue  during  fiscal  1991. 

In  order  to  aggressively  lower  costs,  effective  the  beginning  of  fiscal 
1993, 1 T reduced  compensation  of  all  employees,  officers,  and 
members  of  the  board  of  directors  by  an  average  of  6%.  I T also  has 
consolidated  its  field  sales  and  operations  functions  into  nine 
business  units  throughout  the  U.S.  and  Canada. 
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Company 

Description 


Acquisitions/ 

Divestitures 


Financials 


I T is  one  of  North  America's  largest  independent  providers  of 
computer  maintenance  and  support  services  for  end  users, 
manufacturers,  and  resellers  of  computer  and  telecommunications 
systems.  I T provides  on-site  service  and  technical  support  for  local- 
area  networks  and  Wang  computing  systems.  In  addition,  I T has 
multivendor  capabilities  for  microcomputers  and  peripherals,  and 
offers  a complete  line  of  diagnostic  tools  and  services  for  the  self 
maintainer. 

I T operated  as  Datapoint’s  domestic  Customer  Service  Division  from 
1968  until  July  1985  when  it  was  became  a separate  company. 


During  fiscal  1992, 1 T acquired  Datapoint  Canada  Inc.,  which  sells  and 
services  computer  equipment  throughout  Canada.  It  now  operates  as 
Intelogic  Trace  Canada  Inc.  (I  T Canada).  The  acquisition  provided 
I T with  a low  cost  entry  into  the  Canadian  market. 

In  September  1992, 1 T completed  the  sale  of  its  subsidiaries,  Intelogic 
Trace  TexCom  Group  and  The  Lockwood  Association,  to  Gemini 
Systems  Leasing  Corp.  for  approximately  $26.1  million.  These 
subsidiaries  provided  computer  hardware  sales  and  leasing,  and 
applications  software  products. 


I T's  fiscal  1992  revenue  was  $103.6  million,  a 2%  decrease  from  fiscal 

1991  revenue  of  $105.5  million.  Net  losses  were  $16.9  million, 

compared  to  net  losses  of  $13.3  million  for  fiscal  1991. 

• Service  revenue  remained  constant  from  fiscal  1991  to  fiscal  1992, 
however,  reduced  hardware  sales  from  I T's  Canadian  unit  resulted 
in  lower  total  revenue. 

• Total  cost  of  revenue  was  $83.1  million,  $83.8  million,  and  $78.3 
million  for  fiscal  1992,  1991,  and  1990,  respectively. 

• Operating  expenses  were  $27.1  million,  $28.8  million,  and  $26.4 
million  for  fiscal  1992,  1991,  and  1990,  respectively. 

• I T wants  to  reduce  its  cost  structure  to  a level  consistent  with 
service  margins  in  the  competitive  market,  yet  be  sufficient  enough 
to  cover  interest  expense  on  debt.  Interest  expense  on  debt  was  $7.1 
million,  $7.4  million,  and  $10.3  million  for  fiscal  1992,  1991,  and 
1990,  respectively. 
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In  the  three-year  summary  that  follows,  financials  prior  to  fiscal  1992 
have  been  restated  to  reflect  I T's  computer  hardware  sales  and  leasing, 
and  applications  software  businesses  as  discontinued  operations. 


INTELOGIC  TRACE  INC. 
THREE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

7/92 

7/91 

7/90 

Revenue 

$103.6 

$105.5 

$107.7 

• Percent  change 
from  previous  year 

(2%) 

(2%) 

(3%) 

(Loss)  from  continuing 
operations  before  taxes  (a) 

$(15.8) 

$(17.6) 

$(31.8) 

(Loss)  from  discontinued 
operations 

$(1.6) 

$(5.5) 

$(0.1) 

Net  income  (loss) 

$(16.9) 

$(13.3) 

$(19.7) 

Earnings  (loss)  per  share 

$(1.46) 

$(1.15) 

$(1.56) 

(a)  Includes  reorganization  charges  of  approximately  $2.4  million,  $2. 1 million,  and  $2. 1 million 
for  fiscal  1992,  1991,  and  1990,  respectively. 


Revenue  for  the  six  months  ending  January  31,  1993,  was  $46.2  million, 
compared  to  $52.0  million  for  the  same  period  in  1992.  Net  income 
was  $86,000,  compared  to  net  losses  of  $6.6  million  for  the  same  period 
a year  ago.  This  was  the  second  straight  quarter  of  operating  income 
for  the  company.  Streamlining  of  operations,  along  with  increased 
emphasis  on  efficiency  are  credited  by  company  officials  with  the 
improved  results. 


Employees  As  of  July  1992, 1 T had  1,216  employees.  The  company  currently  has 

996  employees. 


Competitors  Key  competitors  in  the  computer  maintenance  area  include  established 

independent  maintenance  organizations  such  as  BancTec,  Bell  Atlantic 
Business  Systems  Services,  GE  Customer  Service  Division,  IDEA 
Servcom,  and  established  manufacturers  of  computer  equipment. 
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Key  Products  and  Approximately  98%  of  I T's  fiscal  1992  revenue  was  derived  from 
Services  maintenance  services  and  2%  from  equipment  sales.  A three-year 

source  of  revenue  follows: 


INTELOGIC  TRACE  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

7/92 

7/91 

7/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Service 

$101.3 

98% 

$101.5 

96% 

$104.8 

97% 

Equipment  sales 

2.3 

2% 

4.0 

4% 

2.9 

3% 

TOTAL 

$103.6 

100% 

$105.5 

100% 

$107.7 

100% 

I T is  a full-service  vendor  providing  total  systems  support,  including 

computer  hardware  maintenance  via  its  field  service  network 

throughout  the  U.S.  and  Canada,  and  associated  support  services. 

I T's  expertise  is  in  the  following  areas: 

• Microcomputers:  Providing  maintenance  services  for  customers  with 
multiple  microcomputers  in  geographically  dispersed  locations  for 
virtually  every  name-brand  microcomputer,  including  IBM,  Compaq, 
Hewlett-Packard,  Televideo,  Wyse,  AST,  and  Samsung. 

• Wang  Systems:  I T offers  a service  package  for  Wang  system  users, 
incorporating  specially  developed  diagnostics,  guaranteed  phone  and 
on-site  response  times,  and  ready  access  to  local  and  regional  parts. 

• Novell  LANs:  I T is  an  authorized  Novell  Support  Organization, 
offering  premium  maintenance  and  support  programs  for  Novell 
users.  I T has  also  been  a leading  supplier  of  maintenance  services 
for  ARCNET-based  LANs  for  over  15  years. 

Computer  Hardware  Maintenance: 

Approximately  88%  of  I T's  service  revenue  is  derived  from  service 

agreements  and  the  remainder  from  time  and  materials  services. 

• Services  are  provided  on  an  on-site,  carry-in,  and  mail-in  basis 
nationwide. 
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• In  response  to  customer  demands,  I T has  expanded  its  on-site 
maintenance  offerings  to  include  over  2,000  products  from  over  150 
vendors. 

• I T has  service  agreements  with  end  users,  major  equipment 
manufacturers,  and  value-added  resellers.  In  addition,  I T is  the 
Authorized  Service  Provider  for  a number  of  manufacturers, 
including  AST,  Datapoint,  Grid,  Magna,  Novell,  Teknekron,  and 
Toshiba. 

• Approximately  24%  of  I T's  fiscal  1992  maintenance  service  revenue 
came  from  servicing  Datapoint  products,  compared  to  35%  in  fiscal 
1991  and  46%  in  fiscal  1990. 

I T maintains  an  on-hand  supply  of  spare  parts  to  be  used  as 

replacement  parts  in  servicing  its  customers. 

Support  Services: 

In  addition  to  maintenance,  I T offers  the  following  support  services: 

• Repair  and  refurbishment  services 

• Technical  telephone  support 

• End-user  hotline  support 

• Staging  and  integration 

• Installation  and  upgrade  services 

• Premium  network  support,  including  security  analysis,  performance 
analysis,  network  documentation 

• Help  desk  development 

• Asset  management 

• Education  and  training 

I T is  broadening  its  service,  offering  a line  of  technical  tools,  services, 

and  resources  for  the  self-maintainer  market.  Offerings  under  this 

program  include  the  following: 

• ExperTrace™  diagnostic  software 

• TraceCard™  diagnostic  board 
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Geographic 

Markets 


• Watch  IT™  network  analysis  software 

• FirsTrace™  workstation  diagnostics 

• Tech  in  the  Box™,  a portable  computer  filled  with  hardware  and 
software  diagnostic  tools 

• Bulletin  Board  access  to  upgrades  and  the  Self-Maintainers'  Forum 

• Quick  reference  guides 

• Telephone  support 

• On-site  support  on  a time-and-materials  basis 

• Video-taped  and  classroom  training 


Although  Intelogic  Trace's  services  are  provided  across  all  industries, 
the  majority  of  I T's  service  revenue  is  derived  from  the  following 
industries:  manufacturing,  government,  transportation,  insurance,  and 
finance. 

I T markets  its  maintenance  services  in  the  following  ways: 

• Through  a national  sales  force,  I T pursues  third-party  installation, 
service  and  support  agreements  with  end  users. 

• I T enters  into  agreements  with  manufacturers  to  provide  authorized 
service  to  their  end  users  during  the  warranty  period. 

• Agreements  are  established  with  value-added  dealers,  distributors, 
and  systems  integrators  (resellers)  that  market  I T's  services  under 
the  reseller’s  name. 

• I T enters  into  subcontracting  agreements  to  perform  services  for 
other  vendors,  typically  a seller  of  equipment,  in  which  the  seller 
serves  as  the  general  contractor  for  all  maintenance  services. 

• Solicitation  agreements  are  entered  with  independent  sales 
organizations,  dealers,  and  distributors  that  receive  a commission  for 
obtaining  service  agreements  for  I T. 


Approximately  95%  of  Intelogic  Trace's  service  revenue  comes  from 
the  U.S.  and  5%  from  Canada.  I T operates  over  200  service  locations 
throughout  the  U.S.  and  Canada. 
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INTERACTIVE  DATA 
CORPORATION 

95  Hayden  Avenue 
Lexington,  MA  02173-9144 
(617)  863-8100 


John  Rutherfurd,  Jr.,  President 
Wholly  Owned  Subsidiary  of  Dun  & 
Bradstreet  Corporation 
Total  Employees:  500 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $60,000,000* * 

‘INPUT  estimate 


The  Company  Interactive  Data  Corporation  provides  financial  and  securities- 

related  electronic  information  services  to  investment  managers, 
fund  sponsors,  investment  bankers,  brokerages,  insurance 
companies,  banks,  and  corporations. 

• The  company  provides  pricing  and  securities  information  services 
for  mutual  funds,  trust  accounting,  brokerage  accounting  and 
other  securities  accounting  operations,  as  well  as  in-house 
securities  data  base  management  systems. 

• Interactive  Data's  products  and  services  are  available  on-line,  as 
distributed  data  bases  to  PCs  and  mainframes,  and  by  computer 
transmissions  and  tapes. 

Interactive  Data  was  founded  in  1968  and  acquired  by  Chase 
Manhattan  Corporation  in  1974.  In  March  1988,  Interactive  Data 
was  acquired  from  Chase  by  Dun  & Bradstreet  (D&B)  for  $140 
million. 

• D&B  is  a major  provider  of  business  information  and  services, 
with  nearly  63,000  employees  worldwide  and  1990  revenue  of 
over  $4.8  billion. 

• Interactive  Data  currently  operates  as  a unit  of  D&B's  Financial 
Information  Services  segment. 

INPUT  estimates  Interactive  Data's  1991  revenue  will  be  $60.0 
million,  compared  to  $62.7  million  in  1990,  and  $72.5  million  in 
1989.  A five-year  historical  revenue  summary  follows: 
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INTERACTIVE  DATA  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  millicns) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

1986 

Revenue 

$62.7 

$72.5 

$68.4 

$70.0 

$65.0 

• The  company  reported  lower  revenue  and  operating  income  in 
1990  primarily  as  a result  of  the  termination,  as  anticipated,  of 
certain  services  previously  provided  to  Interactive  Data's  former 
owner,  Chase  Manhattan. 

• Excluding  the  impact  of  this  termination,  revenue  and  operating 
income  increased  slightly,  despite  difficult  market  conditions. 

Interactive  Data  has  one  subsidiary,  Interactive  Data  Services,  Inc., 
headquartered  in  New  York,  that  markets  bulk  corporate, 
government,  and  municipal  securities  data  in  machine-readable 
form  to  the  financial  community  for  pricing  operations  and 
compliance  applications. 

As  of  December  1990,  Interactive  Data  had  approximately  500 
employees.  The  company  currently  has  approximately  500 
employees. 

Major  competitors  include  Standard  & Poor's,  J.J.  Kenny,  Muller, 
Telekurs,  and  Reuters. 


Key  Products  and  Virtually  100%  of  Interactive  Data's  1990  revenue  was  derived  from 
Services  data  base  information  services. 

Interactive  Data  provides  securities  information  services  to  more 

than  1,300  clients  worldwide. 

• Customers  include  49  of  the  top  50  major  banks,  41  of  the  top  50 
brokerage  firms,  39  of  the  top  50  insurance  companies,  42  of  the 
top  50  money  management  firms,  various  mutual  funds,  and 
corporations. 

• Securities  information  includes  latest  pricing  and  descriptive  data 
on  corporate  actions  and  announcements  for  all  types  of 
securities,  domestic  and  international,  delivered  soon  after  close- 
of-market  for  securities  accounting  applications,  including 
mutual  fund  and  unit  investment  trust  pricing. 
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• Data  bases  include  price,  descriptive,  volume,  and  other  data  on 
corporate  equities  and  options,  corporate  bonds,  U.S. 
government  and  agency  securities,  municipal  bonds,  asset-  and 
mortgage-backed  securities,  and  other  securities,  as  well  as 
company  financial  information  such  as  revenues,  earnings,  and 
assets. 

• Interactive  Data  covers  all  major  markets  and  exchanges,  from 
the  Adelaide  Stock  Exchange  to  the  Zurich  Stock  Exchange,  with 
data  on  over: 

- 3.1  million  securities/commodities  (including  Interactive 
Data's  own  evaluations  for  over  2.4  million  U.S.  fixed-income 
issues 

- 11,700  companies'  earnings  estimates 

- 10,300  companies'  financial  statements 

- 1,700  market  indicators 

- 455  money  market  type/durations 

- 33  foreign  exchange  rates,  plus  currency  conversion 
information  on  85  currencies 

• Price  data  are  available  on  a real-time/intra-day,  closing  price, 
and/or  historical  basis.  Announcement  data  and  descriptive  data 
are  the  most  recent  available.  Fundamental  data  are  available 
on  both  a current  and  a historical  basis. 

• Data  are  available  on-line,  through  CPU-CPU  transmission, 
CPU-PC  download,  and  on  tape  in  a variety  of  formats, 
applications,  services,  and  utilities,  as  well  as  through  custom 
delivery  options. 

• Aside  from  performing  its  own  evaluations  for  certain  security 
types,  Interactive  Data  also  receives  the  data  from  public  sources 
and  under  license  agreements  from  other  organizations  which 
collect  data. 

Interactive  Data's  products/services  are  summarized  as  follows: 
General  Pricing  Services  - Bulk  Data: 

General  pricing  services  (bulk)  deliver  specific  categories  of  global 
securities  data,  North  American  or  international,  by  type  and/or 
exchange. 
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• Data  and  services  are  available  to  individual  companies  for  their 
own  use.  The  majority  of  the  data  and  services  are  also  available 
through  a Third  Party  Marketing  group  for  redistribution. 

• Data  are  available  daily,  weekly,  monthly,  or  quarterly,  through 
CPU-CPU  transmission  or  on  tape. 

Services  include: 

• IDSI  Pricing  and  Evaluation  Services,  for  North  American 
securities  information 

• IDSI  Announcement  Services,  including  registered  bond 
payment  announcements,  split  and  dividend  announcements, 
reorganization  announcements,  and  factor  data 

• IDSI  Descriptive  Data  Services,  for  North  American  securities 
information  used  in  compliance,  investment  research,  and 
security  master  updating 

• Securities  Information  Retrieval  System,  for  custom  delivery  of 
global  or  North  American  descriptive  data  for  security  master 
updating 

• International  DataLine,  for  international  close-of-market  pricing 
and  descriptive  data  customized  to  individual  customer 
requirements 

• Value  Added  Data  Service,  for  custom  delivery  of  asset-back 
security  pricing  and  related  data  via  complete  universe  or  select 
file  processing,  in  both  standard  and  custom  formats 

• MarketPlus,  global  securities  data,  applications,  and  a data  base 
management  system  that  resides  on  the  customer's  in-house  IBM 
or  DEC  VAX  computer.  Data  are  updated  nightly  through 
CPU-CPU  transmission. 

• Custom  Data,  including  current  and/or  historical  global  data  for 
specific  customer  needs 

• Securities  Valuation  Directory,  a printed  subscription  of  month- 
end  valuations  and  related  data  for  North  American  equities, 
bonds,  government  and  agency  securities,  options,  and  futures 

• RemotePlus,  a data  base  server  interface  to  global  on-line  data, 
accessible  for  PCs  and  UNIX  workstations.  Using  PCs,  security 
and  data  item  look-up  can  be  performed  from  within  Microsoft's 
Excel  or  Lotus'  1-2-3  spreadsheet  software  packages. 
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General  Pricing  Services  - On-line: 

General  pricing  services  (on-line)  provide  PC  or  terminal  access  to 
Interactive  Data's  global  securities  data  and  offer  data  downloading 
for  customer-specified  data. 

Services/tools  include: 

• Datasheet,  a PC-based  system  to  select,  retrieve,  report,  and 
store  current  and  historical  global  securities  data 

• DATAFEED,  a communications  interface  that  downloads  global 
securities  data  to  third-party  investment  analysis  and  portfolio 
management  PC  software 

Fund  Pricing  Data  and  Software: 

Fund  pricing  offers  global  data  services  to  help  customers  manage 
and  value  funds  and  portfolios.  Data  are  available  on-line,  via 
CPU-CPU  transmission,  and  CPU-PC  download. 

Services  include: 

• Mutual  Fund  Pricing  Services  include  pricing  and  evaluation  data 
distributed  directly  to  sponsors  of  mutual  funds  and  unit 
investment  trusts  or  via  redistribution  through  custodian  banks, 
trustees,  and  service  bureaus 

• FundRun,  which  supports  the  NASD  5:30  p.m.  (EST)  deadline 
by  calculating  the  net  asset  value  of  mutual  funds,  supplying  fund 
data,  and  running  various  asset  reports 

• FundAudit,  an  on-line  service  supporting  the  mutual  fund 
industry's  auditing  requirements  for  price  confirmation  and  price 
comparison 

Valuation  Data  and  Software: 

Valuation  data  and  software  offer  global  data  services  to  manage 
and  value  securities  and  portfolios.  Data  are  available  on-line,  via 
CPU-CPU  transmission,  or  CPU-PC  download,  and  on  tape. 

Services/tools  include: 

• Datasheet 

• IDSIPORT,  for  estate  evaluation  and  portfolio  and  single 
security  pricing 
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• IDCPRICE,  PC-based  data  retrieval  and  portfolio  valuation 
software  for  current  and  historical  North  American  data 

Specialty  Software  and  Data  Services: 

These  products  and  services  support  customers'  needs  for  unit 

investment  trust  software,  on-line  reorganization  announcement 

data,  and  on-line  or  in-house  municipal  bond  evaluations. 

Products/services  include: 

• VIDEO  Unit  Investment  Trust  Software  provides  maintenance, 
processing,  data  screening,  and  transmission  of  unit  investment 
trust  reports  by  and  between  Interactive  Data,  sponsors,  and 
trustees.  Data  are  available  on-line. 

• ReorgData  provides  customer-  and/or  date-specific  U.S. 
reorganization  announcements  on  issuers  and  issues. 

• CPORT  is  a municipal  bond  data  retrieval/evaluation  system  to 
create,  maintain,  and  evaluate  U.S.  municipal  bond  portfolios. 

• MuniLease  is  an  IBM  mainframe-based  software  product  for 
U.S.  municipal  bond  evaluation  based  on  Interactive  Data 
evaluation  models. 

Industry  Markets 

Interactive  Data's  revenue  is  derived  primarily  from  the  banking 
and  finance  and  insurance  industries. 

Clients  include  49  of  the  top  50  banks,  41  of  the  top  50  brokerage 
houses,  39  of  the  top  50  insurance  companies,  and  42  of  the  top  50 
money  management  firms. 

Geographic 

Markets 

One  hundred  percent  of  Interactive  Data's  1990  revenue  was 
derived  from  the  U.S. 

U.S.  offices  are  located  in  Boston,  Chicago,  Hartford,  Los  Angeles, 
Minneapolis,  New  York,  and  Philadelphia. 

Computer 
Hardware  and 
Software 

Interactive  Data  has  IBM  mainframes  and  Tandem  computers 
installed  at  its  data  centers  in  Waltham  (MA)  and  New  York  City  in 
support  of  its  services. 
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Access  to  Interactive  Data's  data  bases  is  available  via  Dunsnet, 
D&B's  international  network. 

• Dunsnet  has  dial-up  local  access  throughout  the  U.S.,  Europe, 
and  Asia. 

• Dunsnet  also  has  X.25  access  to  SprintNet  in  the  U.S.  and 
various  packet  switch  networks  throughout  Europe. 
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COMPANY  PROFILE 


INTERACTIVE  SYSTEMS 
CORPORATION 

2401  Colorado  Avenue 
3rd  Floor 

Santa  Monica,  CA  90404 
(213)  453-8649 


Dennis  Peck,  President  and  CEO 
Wholly-Owned  Subsidiary  of  Eastman  Kodak 
Company 

Total  Employees:  400 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $60,000,000* * 


•Company  estimate 


INTERACTIVE  Systems  Corporation,  founded  in  1977,  develops, 


markets,  and  supports  UNIX-based  systems  software  products. 
INTERACTIVE  also  provides  custom  software  development 
professional  services.  The  company  markets  its  products  and 
services  to  OEMs,  VARs,  and  systems  integrators. 

• INTERACTIVE,  which  became  a wholly-owned  subsidiary  of 
Eastman  Kodak  Company  in  June  1988,  reports  to  Kodak's 
Commercial  Imaging  Group. 

• INTERACTIVE's  strategic  goal  is  to  be  the  leading  supplier  of 
systems  software  products  and  services  in  the  UNIX  and  Open 
Systems  marketplace. 

■ In  January  1991,  UNIX  Systems  Laboratories  and  Intel  named 
INTERACTIVE  a Principal  Publisher  of  UNIX  System  V 
Release  4 for  Intel  386/486  platforms. 

Acquisitions  made  by  INTERACTIVE  include  the  following: 

• During  1991,  INTERACTIVE  purchased  rights  to  VP/ix  from 
Phoenix  Technologies. 

• In  May  1989,  INTERACTIVE  acquired  Lachman  Associates, 
Inc.  of  Naperville  (IL). 

- Lachman  Associates,  founded  in  1975,  is  known  for  its 
networking  and  telecommunications  professional  services  and 
software  products,  which  include  Network  File  System  (NFS), 
TCP/IP,  and  ISDN. 

- Lachman  Associates  had  approximately  170  employees  at  the 
time  of  the  acquisition  and  annual  revenue  of  about  $20 
million.  The  operations  of  Lachman  have  been  merged  into 


INTERACTIVE. 
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Key  Products  and 
Services 


- The  acquisition  gave  INTERACTIVE  increased  development 
capabilities,  a significantly  expanded  customer  and  prospect 
base,  and  a broader  range  of  systems  level  products  and 
technologies. 

INPUT  estimates  INTERACT! VE's  1990  revenue  reached  $60 

million,  a 20%  increase  over  1989  revenue  of  $50  million. 

• INTERACTIVE  management  attributes  the  company's  growth  to 
accelerated  growth  in  the  Intel /UNIX  market. 

• The  company  projects  that  1991  revenue  will  reach  $70  million. 

INTERACTIVE  is  currently  organized  into  two  divisions  as  follows: 

• The  UNIX  System  Software  Products  division  markets  a range  of 
INTERACTIVE-developed  packaged  UNIX  products  to  OEMs, 
VARs,  distributors,  and  dealers.  This  unit,  with  150  employees, 
contributed  approximately  50%  to  INTERACTIVE's  1990 
revenue. 

• The  Services  and  Technologies  division  provides  technology 
licensing  and  custom  software  development  services  to  the  open 
systems  market.  This  unit,  with  250  employees,  contributed 
approximately  50%  to  INTERACTIVE's  1990  revenue. 

As  of  June  30,  1991,  the  company  employed  400  persons,  segmented 

as  follows: 


Marketing/sales  65 

Research  and  development  285 

Customer  support  20 

Computer/MIS  operations  10 

Finance/administration/legal  20 


400 

INTERACTIVE's  primary  competitor  is  Santa  Cruz  Operations, 
Inc. 


Approximately  50%  of  INTERACTIVE's  1990  revenue  was  derived 
from  packaged  software  products  and  50%  from  technology  licenses 
and  customization  of  software  to  meet  client  specifications. 

INTERACTIVE  develops  and  markets  a complete  line  of  UNIX 
packaged  products  for  1386/1486-based  computers.  These  products 
are  available  separately  or  as  components  of  the  INTERACTIVE 
ARCHITECT  Series,  an  integrated  set  of  software  products 
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preconfigured  to  meet  the  specific  needs  of  application,  network, 
and  workstation  computing.  Products  available  include  the 
following: 

• Operating  Systems  Products: 

- UNIX  System  V Release  4 

- INTERACTIVE  UNIX  System  V Release  3.2 

- INTERACTIVE  VP/ix 

- INTERACTIVE  Software  Development  System 

• Networking  Tools: 

- INTERACTIVE  Ported  NetWare 

- INTERACTIVE  TCP/IP 

- INTERACTIVE  NFS 

- INTERACTIVE  SMB/ix 

- INTERACTIVE  UNIX-PC  Interface 

• Graphical  User  Interfaces: 

INTERACTIVE  Easy  Windows 

- INTERACTIVE  XI 1 

- INTERACTIVE  Motif 

- INTERACTIVE  Looking  Glass 

- INTERACTIVE  Multiview 
INTERACTIVE  Multiview  Desktop 

- INTERACTIVE  TEN/PLUS  & MAIL  SYSTEM 

• Applications: 

- Lotus  1-2-3  for  UNIX  System  V 

- The  Norton  Utilities  for  UNIX  System  V 

INTERACTIVE  offers  OEMs  the  following  portable  software 
technology  for  license: 

• SPARC-compliant  software:  SunOS,  SunView,  Open  Windows 
XI  1/NeWS,  Open  Boot,  Portable  Open  Windows  Source 

• UNIX  System  V for  i386/i486  platforms 

• VP/ix  (DOS-under-UNIX) 

With  the  acquisition  of  Lachman  Associates  in  1989, 
INTERACTIVE  has  expanded  its  service  business  to  provide  a 
range  of  consulting  and  software  development  services  to  assist  end 
users  in  deploying  open  systems. 
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Industry  Markets 


Geographic 

Markets 


■ Networking  technologies  supported  include: 

- TCP/IP 

- NFS 

- NetBIOS 

- OSI  Product  Family 

- OSI/TCP  Application  Facility 

- Portable  STREAMS  Environment 

- SNMP 

- X.400  Product  Family 

• Professional  services  provided  include  system  and  network 
analysis  and  design,  and  design  and  development  services  for 
systems  software,  software  integration,  software  interconnection 
of  existing  applications,  and  application  conversions  to  UNIX 
platforms. 

• INTERACTIVE  also  provides  contract  development  services  for 
UNIX-based  products  to  major  system  manufacturers,  including 
IBM,  AT&T,  Fujitsu,  CompuAdd,  Motorola,  Teradyne,  Tera, 
Microsystems,  and  Weitek  Corp. 


The  company's  products  are  used  by  clients  across  industry  sectors. 
Major  clients  include  AT&T,  IBM,  BMW,  GE,  and  Siemens. 


The  majority  of  INTERACTIVE's  1990  revenue  was  derived  from 
the  U.S.  and  the  remainder  from  international  sources  (primarily 
Germany). 

• In  the  U.S.,  INTERACTIVE  has  research  and  development 
centers  in  Austin  (TX),  Boulder  (CO),  Calabasas  and  Santa 
Monica  (CA),  Cambridge  (MA),  Columbus  (OH),  Naperville 
(IL),  and  Rochester  (NY).  Other  U.S.  offices  are  located  in 
Houston  (TX),  New  York  (NY),  Reston  (VA),  and  Santa  Cruz 
and  San  Francisco  (CA). 

• INTERACTIVE's  European  headquarters  is  located  outside  of 
London. 
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Cross  Industry:  Systems  Software 


Interactive  Technology  Incorporated 

10700  S.W.  Beaverton-Hillsdale  Highway 
Suite  460 

Beaverton,  OR  97005 
(503)  644-01  I I 

CEO:  Roger  A.  Brown,  President 
Private  Company 
Founded:  1982 

Employees:  25  (12/86) 

Revenue  (FYE  12/31/86):  $2,000,000* 


The  Company:  Interactive  Technology  develops  and  markets  application  develop- 
ment software  that  meets  the  needs  of  small  and  medium  businesses 
using  DEC  computer  systems 


Key  Products: 

- Systems  Software  (Utilizes  DEC'S  Professional  350/380,  PDP-11,  Micro  II,  and 
VAX  series  computers,  running  P/OS,  RT-I  IXM,  TSX+,  RSTS,  RSX,  and  VMS) 

• Responsive  Data  Manager  (RDM)  is  a menu  driven  data  base  and  application 
development  package.  RDM  allows  the  systems  developer  to  implement  data 
base  applications  without  the  need  to  write  computer  code. 

• RDM  has  been  used  to  create  applications  that  solve  problems  in  widely 
ranging  fields  such  as: 

General  Business  (general  ledger,  accounts  payable,  accounts  receivable, 
purchase  order,  inventory,  employee,  sales,  and  marketing  systems) 

Health  Care  (patient  records,  hospital  operations,  test  results,  case 
histories,  and  drug  and  diet  requirements) 

- Software  Houses  (in-house  requirements  and  client  application  needs) 

Education  (registrations,  student  progress,  attendance,  and  teaching  data 
base  concepts) 

Scientific  (experimental  results  tracking,  abstract  histories,  and  test  result 
summaries) 

• RDM  is  installed  on  over  1,000  DEC  computer  systems  worldwide 

• RDM  is  priced  at  $995  for  PRO  350/380,  $2,495  for  PDP/I  I,  and  $4,795  for 
VAX  systems 

Target  Industries: 

Cross  industry 

Interactive  Technology  feels  that  small-  and  medium-sized  businesses  with  5 to 
99  employees  offers  the  greatest  market  potential  for  its  RDM  product 
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Geographic  Markets: 

- U.S.  (95%) 

- Non-U. S.  (5%) 

- RDM  is  produced,  marketed,  and  supported  by  DEC.  In  addition,  Interactive 
Technology  independently  markets  RDM  to  original  equipment  manufacturers  for 
the  development  of  custom  software 

RDM  is  sold  in  Europe  and  Australia  through  distributors 

Significant  Events: 

In  early  1984,  Interactive  Technology  became  a supplier  to  DEC's  Classified 
Software  (DCS)  program 
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COMPANY  PROFILE 


INTERCHANGE  SYSTEMS,  INC. 

1620  Massachusetts  Avenue 
Lexington,  MA02173 
(617)  862-0010 


Carl  Drisko,  President 
Private  Company 
Total  Employees:  17 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $2,000,000* 

* INPUT  estimate 


-'t'-iUtJ 


Interchange  Systems,  Inc.  (ISI)  was  founded  in  July  1987  to  design, 
develop,  market,  and  support  electronic  data  interchange  (EDI) 
software  products. 


ISI  joined  the  resources  of  Momentum  Software,  Inc.  of  Lexington 
(MA),  a software  product  development  organization,  with 
Communications  Programming,  Inc.,  a Chicago-based  consulting 
group.  Momentum  Software  markets  several  packages  to  banks 
including  Bank  Search,  a data  base  software  product  that  tracks 
how  money  is  moved  electronically  to  a bank. 

The  founders  of  ISI  have  backgrounds  in  electronic  funds  transfer 
and  EDI.  ISI  personnel  have  built  payment  systems  for  both  banks 
and  corporations. 


• Under  contract  to  the  First  National  Bank  of  Chicago,  the 
principals  of  ISI  designed,  developed,  and  installed  the  General 
Motors  Electronic  Payment  System.  This  system  was  designed 
to  use  the  ANSI  X12  820  Remittance  Standard  to  process 
payments. 


Most  of  the  ISI  staff  of  17  are  involved  in  development,  customer 
support,  and  consulting.  The  remainder  handle  marketing  and 
administrative  support. 


Key  Products  and  NETPAY,  ISI's  first  product,  was  released  in  December  1987. 
Services  NETPAY  is  designed  to  process  ANSI  820  formatted  payment 

transactions  and  to  translate  the  820  transaction  set  into  several 
other  payment  formats.  NETPAY  can  also  process  several  other 
transaction  sets  related  to  payments  processing. 

• NETPAY  supports  ANSI  X12,  TDCC,  and  EDIFACT 
standards.  The  product  runs  on  DEC  MicroVAX  processors 
and  also  on  IBM  PC/AT  and  compatible  microcomputers. 
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• NETPAY  was  designed  for  banks  to  service  the  EDI  needs  of 
their  customers.  NETPAY  provides  complete  EDI  transaction 
processing  capabilities  and  includes  the  following  features: 

- Transaction  Processing  Features: 

• Payment  processing. 

• Payment  warehousing. 

• Payment  forwarding. 

• Multiple  proprietary  network  support. 

• Affiliate  processing. 

• Return  item  processing. 

• Cancellation  message  handling. 

• Settlement  message  handling. 

• Status  message  handling. 

• Payment  consolidation. 

• Debit  and  credit  consolidation. 

• DDA  interface. 

• ACH  interface. 

• Lockbox  interface. 

• Translation  from  EDI  formats  to  all  corporate 
ACH  formats  (CCD,  CCD  + , CTP,  CTX). 

• Transmission  staging. 

• Transaction  archiving. 

• Advice-only  processing. 

• Automatic  generation  of  acknowledgements. 

• Automatic  reconciliation  of  acknowledgements. 

• Transmission  retries. 

• Process  flow  control. 

• Batch  job  scheduling. 

• User-defined  processing  scripts. 

- Communications  Support: 

• Asynchronous  communication  support. 

• Multiple  modem  support. 

• Multiple  baud  rate  support  (1200  bps  to  19.2  kbs). 

• Synchronous  communications  support  (2780/3780). 

• Value-added  network  support. 

• Multiple  file  transfer  protocols. 

• Automatic  retries. 

• Automatic  redials. 

- Security  Features: 

• Password  security. 

• Communications  logon  security. 

• Encryption  and  authentication  of  messages. 
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• Operator  profiles. 

• Encrypted  data  base  fields. 

- Payment  Advising  Facilities: 

• EDI  advices. 

• Multiple  BAI/lockbox  advice  formats. 

• MCI  mail  advices. 

• Paper  advices. 

• Multiple  advices  for  one  payment. 

• Multi-tiered  advising. 

• Off-network  advices. 

• Advice  consolidation. 

- Reporting  Features: 

• Statistical  reporting. 

• Complete  audit  trails. 

• New  account  reports. 

• Settlement  reports. 

• Account  balancing  reports. 

- Backup  and  Recovery  Features: 

Transaction  logging. 

• Automatic  backups  to  fixed  disk,  Bernoulli  cartridge, 
or  magnetic  tape. 

• Automated  recovery. 

- Bank  Profiles: 

• EDI  payment  support. 

• ACH  member. 

• ACH  capabilities  profile. 

- Customer  Service  Inquiry  Functions. 

- Trading  Partner  Profiles. 

- User-programmable  Interfaces. 

• NETPAY  is  priced  at  $25,000  for  the  IBM  PC  version  and 
$125,000  for  the  DEC  Micro  VAX  version. 

• NETPAY  has  been  licensed  by  various  banks,  including  First 
National  Bank  of  Chicago,  Mellon  Bank,  Manufacturers 
Hanover  Trust  and  Toronto-Dominion  Bank. 
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In  February  1988  ISI  introduced  NETMATE,  a companion 
product  to  NETPAY,  which  permits  a corporation  to 
communicate  and  process  all  types  of  EDI  transactions. 
NETMATE  is  distributed  by  NETPAY  banks  to  their  customers. 

• NETMATE  supports  ANSI  X12,  TDCC,  and  EDIFACT 
standards. 

• NETMATE  runs  on  DEC  MicroVAX  processors  and  IBM 
PC/AT  and  compatible  microcomputers. 

• NETMATE  offers  the  following  features: 

- Message  Handling: 

• Receipt,  reformatting,  and  printing  of  X12  messages. 
ANSI  X12,  CCD,  CCD  + , CTP,  CTX,  ACH 
(Automated  Clearing  House),  and  BAI  (Bank 
Administration  Institute)  formats. 

- Communications: 

• Interface  to  VANs. 

• Authentication  and  encryption. 

• Dedicated  or  shared  communication  lines. 

- Inquiry  Facility:  Message  review. 

- X12  Payor. 

- Office  Systems  Integration: 

• Integration  with  bank's  existing  accounts 
payable  and  accounts  receivable  systems. 

• NETMATE  is  priced  at  $1,000. 

ISI  offers  additional  training  and  consulting,  and  custom 
programming  ($75  per  hour). 

With  NETPAY  and  NETMATE,  ISI  is  taking  a different  strategy 
in  the  EDI  software  marketplace  by  focusing  on  financial 
transactions  and  targeting  banks  as  EDI  service  providers  and 
distributors  of  EDI  software. 
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Industry  Markets 


Geographic 

Markets 


ISI's  EDI  software  products  are  marketed  primarily  to  banks. 
Other  customers  include  large  corporations,  being  users  of 
NETMATE.  Banking  customers  are  generally  money  center 
banks,  super-regional  banks  and  mid-  to  large-size  regional  banks. 
Corporate  customers  include  grocery,  manufacturing,  high 
technology,  and  other  companies. 


A majority  of  ISI's  revenue  is  derived  from  the  U.S.  The  company 
also  markets  its  software  products  in  Canada. 

In  addition  to  its  corporate  headquarters  at  Lexington  (MA),  the 
company  has  an  office  in  Chicago  (IL). 
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COMPANY 

PROFILE 


INTERGRAPH  CORPORATION 

One  Madison  Industrial  Park 
Huntsville,  AL  35894-0001 
Phone:  (205)  730-2000 

Fax:  (205)  730-8300 


Chairman  & CEO:  James  W.  Meadlock 


President: 

Status: 

Employees: 

Revenue: 

FYE: 


Eliott  James 


Public 

10,300 


$1,176,661,000 

12/31/92 


Key  Points 


Intergraph  announced  a commitment  to  provide  Windows  NT-based 
products  in  1993,  reflecting  a change  in  software  approach,  from 
custom-made  solutions  to  modular,  standardized  software  solutions. 

Intergraph  is  a market  leader  in  the  rapidly  growing  federal  market 
for  geographic  information  systems. 

In  December  1992,  a key  Intergraph  contract  for  $422  million 
computer-aided  design  (CAD)  was  overturned  by  the  General 
Services  Administration  Board  of  Contract  Appeals  (GSABCA). 

In  early  1993,  Intergraph  announced  an  upgrade  of  the  Macintosh 
version  of  one  of  the  most  widely  used  CAD  design  packages, 
MicroStation  Mac  4.2.  This  package  is  positioned  to  challenge  the 
leading  product  in  the  CAD  software  market,  AutoCAD,  produced 
by  Autodesk. 

Intergraph  faces  a significant  challenge  in  aggressively  moving  its 
hardware  strategy  to  a multiplatform  approach. 
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Company 

Description 

Currently,  one  of  the  largest  computer-aided  design  (CAD)  companies, 
Intergraph  Corporation,  originally  incorporated  in  1969  as  M&S 
Computing,  Inc.,  designs,  manufactures,  markets  and  supports 
interactive  computer  graphics  systems,  expert  systems,  CAD/CAM 
applications  software  and  systems,  and  geographic  information  systems. 

Operations/ 

Structure 

Corporate  headquarters  headquarters  for  Intergraph  are  located  in 
Huntsville,  AL. 

Divisions , Affiliates  and  U.S.  Subsidiaries 

Advanced  Microprocessor  Division 
Palo  Alto,  CA 

ANA  Tech  Division 
Littleton,  CO 

Bentley  Systems  Inc.,  an  Intergraph  Affiliate 
Exton,  PA 

Federal  Systems  Division 
Washington,  D.C. 

Huntsville,,  AL 
Frankfurt,  Germany 
Swindon,  U.K. 

Intergraph  Electronics 
Huntsville,  AL 
Mountain  View,  CA 
Boulder,  CO 
Paris,  France 

Optronics  Division 
Chelmsford,  MA 

Quintus  Corporation 
Palo  Alto,  CA 

Sales  Offices 

Intergraph  has  sales  offices  located  in  34  states  in  the  U.S.,  9 Middle 
Eastern  locations,  1 1 Asia-Pacific  locations  and  in  20  European 
nations. 

9 
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Company  Strategy 


Financials 


Intergraph  has  taken  a strong  lead  in  building  integrated  solutions 
across  application  areas  in  CAD/CAM/CAE  markets.  The  company 
has  succeeded  in  winning  large  contracts  and  is  known  for  providing 
strong  service  and  support. 

Intergraph  has  a leading  market  position  in  architecture,  engineering 
and  construction  and  geographic  information  systems  (GIS).  However, 
the  company  needs  to  expand  its  market  position  in  the  mechanical 
computer  aided  design  (MCAD)  market. 

Intergraph  is  focusing  on  repositioning  its  workstation  hardware  in 
1993.  Intergraph's  hardware  challenge  is  to  move  to  a multiplatform 
architecture  that  will  expand  market  acceptance. 

Industry  Markets 

In  1992,  Intergraph  restructured  their  sales  and  support  organizations 
along  industry  lines.  The  worldwide  direct  sales  force  is  segmented  to 
focus  on  key  industries  in  which  Intergraph  provides  broad  workflow 
solutions:  transportation,  utilities,  local  government,  defense, 
construction,  publishing,  vehicle  design,  electronics  and  manufacturing. 


Total  1992  revenue  was  approximately  $1,176  million,  a 2%  decrease 
over  1991  revenue  of  $ 1,195  million.  Net  income  decreased,  from  $71 
million  in  1991  to  $8  million  in  1992.  A five-year  financial  summary 
appears  on  the  following  page: 
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FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

$1,176,661 

$1,195,378 

$1,044,617 

$860,062 

$800,160 

• Percent  (decrease) 

if  (2%) 

increase  from  previous  ye 

14.4% 

21.4% 

8% 

Income  before  taxes 

$12,392 

$111,893 

$98,317 

$119,372 

$138,799 

• Percent  increase 

(decrease)  from  previous 

^ear  (89%) 

14% 

(27.6%) 

14% 

Net  income  (loss) 

$8,442 

$71,108 

$62,557 

$79,502 

$87,986 

• Percent  increase 
(decrease)  from 

previous  year 

(88%) 

14% 

(21%) 

10% 

Earnings  per  share 

$.18 

$1.47 

$1.28 

$1.48 

$1.55 

• Percent  increase 
(decrease)  from 

previous  year 

(88%) 

15% 

(14%) 

(5%) 

26% 

Intergraph  management  attributes  decreases  in  revenue  and  net 
income  during  1992  primarily  to  the  following: 

• Increasing  competition  in  the  workstation  market. 

• Discounted  prices  on  Intergraph's  mature  product  line  before  the 
announcement  of  new  products. 

• Restructuring  expenses  incurred  when  the  Intergraph  Electronics 
Design  business  unit  reduced  staff  and  consolidated  facilities. 

• Commercial  sales  for  the  Americas  and  the  Asia-Pacific  region  were 
below  expectations  though  earnings  in  Europe  increased  12%. 


Acquisitions/  Acquisitions  and  divestitures  made  by  Intergraph  include  the  following- 

Divestitures  6 

• During  1990  and  1991,  Intergraph  sold  its  remaining  investment  in 
Cadence  Design  Systems,  Inc.  common  stock,  recognizing  per  share 
gains  of  $.05  and  $.11  respectively.  The  investment  in  Cadence  stack 
was  acquired  in  1989  in  exchange  for  Intergraph's  ownership  interest 
in  a subsidiary. 
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Employees 


Competitors 


Key  Products  and 
Services 


Daisy/Cadnetix,  acquired  in  1990,  greatly  increased  Intergraph's 
CAD  product  offerings  in  electronic  design.  The  resulting  business 
unit,  DAZIX,  represents  7%  of  total  revenue  at  Intergraph. 

In  April  1988,  Intergraph  acquired  an  additional  32%  interest  in 
Tangent  Systems  Corporation  for  $3.4  million,  bringing  total 
ownership  to  82%.  Tangent  is  a supplier  of  IC  layout  software. 

In  December  1988,  Intergraph  sold  its  interest  in  Tangent  to 
Cadence  Design  Systems  Inc.  in  exchange  for  1.3  million  shares  of 
Cadence  stock.  The  agreement  is  worth  approximately  $14.4 
million,  and  Intergraph's  ownership  interest  in  Cadence  is 
approximately  6%. 

In  September  1988,  Intergraph  acquired  ANA  Tech  Corporation 
(ANA  Tech).  ANA  Tech  is  a supplier  of  scanning  and  image 
processing  products,  including  the  Eagle  line  of  high-resolution 
scanners  and  the  Vana  hardware  raster-to-vector/raster  converter. 
There  were  eight  employees  at  the  time  of  acquisition. 


Of  Intergraph's  7,300  employees,  approximately  5,600  are  located  in  the 
U.S.  and  1,700  are  at  various  international  locations. 


Intergraph  competitors  include  the  following: 

• In  the  workstation  market,  Intergraph  considers  its  major 
competitors  to  be  Sun  Microsystems,  Hewlett-Packard,  Digital 
Equipment  Corporation  and  IBM. 

• In  the  CAD/CAM  market,  Intergraph  considers  its  competitors  to 
be  Autodesk,  Federal  Computer  Corporation  and  Cordant. 


Intergraph  reports  its  revenue  in  two  categories:  Systems,  which 
includes  turnkey  systems  and  professional  services  revenue;  and 
Service,  which  includes  maintenance  revenue.  A three-year  summary 
of  source  of  revenue  follows: 
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INTERGRAPH  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Systems 

$796 

67% 

$862 

72% 

$769 

73% 

Service 

$380 

33% 

$333 

28% 

$275 

27% 

TOTAL 

$1,176 

100% 

$1,195 

100% 

$1,044 

100% 

Workstations 

Intergraph  workstations  and  servers,  based  on  the  CLIPPER  processor, 
provide  a broad  range  of  performance.  The  2000  Series  is  Intergraph's 
low-end  offering.  The  mid-range  6000  Series  brings  enhanced 
performance  in  input-output  and  graphics  applications.  The  6000 
Series  offers  mainframe  processing  power. 

In  the  Series  2000,  Intergraph  has  equipped  entry-level  systems  with 
high-quality  2D  graphics  performance.  It  offers  12.5  million- 
instructions-per-second  (mips)  processing  using  a RISC  processor. 
Series  2000  offers  the  InterPro  desktop  workstation  and  the  specialized 
InterAct  workstation,  as  well  as  the  InterServe  file  server. 

MicroStation  Design  Software 

Intergraph  provides  a bridge  to  the  personal  computer  environment. 
Intergraph  offers  MicroStation  Mac,  MicroStation  PC,  PC  Network 
File  System  that  integrate  the  personal  computer  into  the  Series  2000 
environment. 

MicroStation  offers  a graphical  user  interface,  associative  dimensioning 
for  design  modifications,  3-D  rendering  capabilities  and  interactive 
links  to  Oracle  and  dBase  databases. 

Peripherals 

ANA  Tech  and  Optronics  are  division  of  Intergraph  that  offer 
peripherals. 

Intergraph  offers  special-purpose  peripherals,  including  scanners, 
scanner/plotters,  digitizers,  photoplotters,  and  industry-standard  disk 
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drives,  electrostatic  and  pen  plotters,  terminals,  screen  image  cameras, 
line  printers,  and  other  devices. 

Intergraph  offers  systems  tailored  to  a broad  range  of  applications. 
Historically,  the  company  has  derived  the  majority  of  its  revenues  from 
systems  for  land  use  and  resource  management,  process  and  power 
design,  energy  exploration,  and  architectural  and  engineering  design. 

Intergraph's  software  offerings  are  used  for  a wide  variety  of 
applications,  which  include  the  following: 

• Architectural  & Engineering  Design: 

- Intergraph's  Architectural  and  Engineering  Design  System 
automates  the  total  project  design  and  management  process. 
With  this  software,  a firm  can  develop  and  model  building 
concepts,  produce  all  construction  documents,  and  manage  space 
in  a finished  facility. 

- The  system  is  offered  as  a set  of  compatible  modules  to  serve  the 
needs  of  large  or  small  architectural  firms,  interior  design  firms, 
engineering  firms,  and  corporate  or  government  facility 
management  offices. 

- Included  are  capabilities  for  producing  3-D  models  of  design 
concepts,  architectural  drawings,  specifications,  and  engineering 
plans,  including  HVAC,  electrical,  and  plumbing.  Packages  to 
optimize  facility  usage  are  offered  for  strategic  planning,  space 
planning,  and  facility  management. 

• Civil  Engineering: 

- The  Intergraph  system  features  software  for  creating  2D  and  3D 
structural  models  for  analysis  and  for  completion  of  steel  and 
concrete  drawings. 

- The  Intergraph  civil  engineering  system  also  provides  functions 
for  developing  site  plans  for  buildings,  streets,  highways,  and 
airports.  It  also  provides  functions  for  the  design  of  facilities  to 
carry  electricity,  water,  gas,  and  sewage. 

• Mechanical  Design  and  Manufacturing: 

- For  the  manufacturing  market,  Intergraph  offers  Mechanical 
Design  and  Manufacturing  Software  to  automate  the  complete 
product  development  cycle,  from  design  through  analysis  to 
documentation  and  manufacturing.  Clients  use  the  system  to 
design  mechanical  parts  and  assemblies  in  three  dimensions, 
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defining  complex  parts  with  specialized  sculptured  surfacing  and 
solids  modeling  software. 

- Engineering  software  evaluates  product  designs  for  functional  and 
structural  integrity.  Finite  element  modeling  and  analysis 
software  evaluate  designs  by  simulating  stresses  encountered  in 
end  use.  Other  products  analyze  mechanisms,  cams,  linkages,  and 
plastic  parts  and  molds. 

- Manufacturing  software  includes  systems  for  numerical  control 
programming  of  milling,  drilling,  punching,  turning,  and  cutting 
machinery.  Material  usage  and  cutting  cycle  optimization 
products  are  also  available  for  sheet  metal  and  other  flat  stock 
manufacturing.  A data  management  system  organizes  shared 
product  data  bases  for  tighter  coordination  and  management  of 
all  phases  of  the  product  cycle. 

• Electrical  Design  and  Engineering: 

- Intergraph  offers  modular  products  in  support  of  electrical 
engineering,  design,  and  analysis  activities  that  can  be  used  in  any 
order  to  perform  specific  design  tasks. 

- The  electrical  products  address  the  design  of  controls  systems  for 
aerospace  engineering,  substation  design,  facility  design  and 
management,  electromechanical  design,  and  railway  signaling 
design. 

• Electronics  Design  and  Manufacturing: 

- Customers  in  the  electronics  industry  use  the  Intergraph 
Electronics  Design  System  to  combine  all  phases  of  the  circuit 
design-to-manufacturing  process  within  a shared,  relational  data 
base. 

- An  integrated  suite  of  CAE/CAD/CAM  workstation-based  tools 
is  offered  for  the  production  of  printed  circuit  boards,  application- 
specific  integrated  circuits  (ASICs),  programmable  logic  devices 
(PLDs),  and  hybrid  microelectronic  devices.  Also  offered  are 
iconic  user  interfaces,  a microcomputer-based  hierarchical 
schematic  capture  package,  additional  analog  analysis  tools  and 
libraries,  and  EDIF  200  netlist  conversion  tools. 

- Intergraph  also  offers  third-party  software  for  its  CLIPPER 
workstations,  including  digital  simulation  and  analysis,  hardware 
simulation  and  acceleration,  logic  synthesis,  thermal,  vibration, 
and  reliability  analysis. 
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• Electronic  Publishing 

- Intergraph's  Electronic  Distributed  Publishing  System  automates 
the  preparation  and  publication  of  the  documentation  required  by 
design,  engineering,  and  mapping  projects.  With  this  integrated 
system,  companies  can  produce  repair  and  assembly  manuals, 
map  books,  product  guides,  proposals,  catalogs,  training  manuals, 
and  similar  documents.  The  system  enables  the  user  to  create 
and  preview  pages,  complete  with  text  and  illustrations,  and  then 
output  the  results  to  a typesetter  without  ever  passing  through  the 
paper  stage. 

- The  Distributed  Publishing  System  includes  products  for  word 
processing,  composition/pagination,  presentation  graphics,  and 
illustration.  Scanning  and  image  processing  capabilities 
incorporate  photographs  and  hard  copy  line  art  as  document 
illustrations. 

• Geographic  Information  Systems: 

- Intergraph  is  a major  supplier  of  interactive  graphics  systems  for 
land  use  and  resource  management  applications. 

- Customers  include  military  and  civilian  mapping  agencies,  local 
governments  (for  managing  land  records  and  conducting  tax 
appraisal  operations),  forest  products  companies,  and  other  firms 
managing  large  tracts  and  performing  resource  studies. 

• Surveying  and  Cartography: 

- Intergraph  offers  a range  of  products  serving  the  general  mapping 
industry,  and  other  specialized  mapping  and  surveying 
applications. 

- Map  data  can  be  entered  on  the  Intergraph  system  through  direct 
digitizing  of  existing  maps,  from  electronic  survey  instruments,  or 
from  a raster  scanner.  Software  for  edge  matching  helps  in  the 
integration  of  map  sections  into  a continuous  map. 

• Utilities: 

- Intergraph  offers  interactive  graphics  and  data  base  management 
capabilities  to  support  the  design,  engineering,  and  mapping 
workflow  needs  of  utilities. 

- Telecommunications,  electric,  gas,  water  companies,  and  local 
governments,  are  using  Intergraph's  products  for  distribution 
engineering,  substation  engineering,  transmission  facilities  design 
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and  management,  power  plant  engineering,  telecommunications, 
central  office  engineering,  document  and  manual  production,  land 
and  building  planning,  and  land  records  management. 

• Plant  Design: 

- Intergraph's  Plant  Design  System  supports  all  the  software  needed 
to  design  process,  equipment,  piping,  instrumentation,  electrical, 
structural,  and  other  design  aspects  of  a plant. 

- Specialized  functions  provide  the  capability  to  prepare  3-D  plant 
models,  create  all  required  drawings,  perform  design  analysis, 
prepare  requisitions  for  equipment  and  commodities,  and 
generate  the  full  range  of  reports  required  for  review  and 
construction. 

• Energy  Exploration  and  Production: 

- Customers  in  the  energy  exploration  and  production  industry  use 
the  Intergraph  system  for  several  different  applications,  including 
base  mapping,  lease  mapping,  seismic  interpretation  and 
evaluation,  log  analysis,  and  geologic  mapping.  The  energy 
industries  perform  complex  analyses  to  locate  subsurface 
hydrocarbons  and  mineral  deposits  from  a single  interactive 
computer  graphics  environment. 

- Intergraph  mapping  and  data  base  management  software  is  used 
for  managing  ownership,  jurisdictional  boundary  information,  site 
access,  and  well  information. 

Intergraph  offers  the  following  software  for  its  workstations  and 

servers: 
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SOFTWARE  PRODUCTS 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

Architecture/Engineering/Construction 

Intergraph/Mill  Postprocessor  Generator* 

AEC  Shell 

Intergraph/Multi-Axis  Milling  Option 

Bridge  Designer  II 

Intergraph/NISA  Interface 

CADMIN 

Intergraph/Numerical  Control 

CIVILCAD 

Intergraph/Product  Data  Manager 

DACIS  Home  Builder 

Intergraph/Product  Data  User 

EE  Schematic 

Intergraph/Punch  Option 

Facility  Design  and  Management  Software  (FDM) 

Intergraph/Sheet  Metal  Flat  Pattern  Package 

GWN-DTM  Digital  Terrain  Modeling 

Intergraph/Thermal  Cutting  Option 

InFlow 

Intergraph/Wire  Cutting  Option 

InRoads 

MINT  - Major  Internal  Structure  Definition* 

InSite 

MOLDFLOW 

Integral  Building  Information  System  Calculation* 

MOLDFLOW-TP 

Integrated  Building  Information  System  Text* 

MOLDTEMP 

Intersect 

NCimStation 

IPOGO 

NISA/3D-FLUID 

IsoRAM 

NISA-Composites 

IsoVU 

NISAOPT 

MAESTRO 

PATCHGEN  - Patch  Generation 

Maproute 

PULSENET  - Transient  Waves  in  Networks 

Master  Architect 

RASDAS  - Rational  Structural  Design  Analysis 

MicasPlus  Series 

RIMBAUD 

ModelView 

SEHAM 

Project  Series 

SEPS 

STAAD-lll/ISDS 

SFOLDS  - Naval  Architecture  Design  Analysis 

VI  DataViews  Series* 

SHELLDEF 

Electronics 

SILMA  CimStation 

STRUC  - Internal  Structure  Design 

ABEL* 

STWKDES  - Steelwork  Design 

ASIC  Engineer/Series 

WAVENET  - Steady  Waves  in  Networks 

Amplifier  Library  Module 
Analog  Series 

Miscellaneous 

Applicon-ln  Translator 

C-macsR  Editor 

Auto  Board  Tester  Nucleus 

Configuration  Management  Tool  (CMT) 

Automatic  Placement 

FIBRPLAN 

BJT  Library  Module 

IGES  PARSER/VERIFYER 

Benchtop  Instrument  Interface 

KES  (Knowledge  Engineering  System) 

Bridgeport  Drill  & Router  Postproc. 

MasterPlan 

CAM  Engineer 

Q-Calc  Standard 

CASE  Electronics  Interface 

UniPress  Emacs 

CSPICE 

vi-PLUS 

Cost  Effectiveness  Analysis  Program* 

WORD  ERA 

Design  Engineer 
Digital  Analysis  Tools 

Nucleus  Software  Packages 

Diode  Library  Module 

INGRES  Database  Manager* 

Direct  Writing  Machine  Software 

INGRES  Embedded  Preproc.  for  C* 

Dynapert  Series 

INGRES  Embedded  Preproc.  for  FORTRAN* 

EDIF  Netlister 

INGRES/Applications* 

ESP  7200  Auto  Board  Tester  Postprocessor 

InformixC-ISAM* 

Excellon  Postprocessor  Series 

Informix  Run  Time  License* 

Factron  Postprocessor  Series 

lnformix-4GL  Application  Dev.  Language* 

Feedback 

Informix-ESQL/C  Emb.  SQL  & Tools  for  C* 

FutureNet  Netlister 

Informix-SQL  RDBMS* 

GATES* 

Intergraph/Network  File  Manager 

April  1993 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


Page  11  of  15 


INTERGRAPH  CORPORATION 


INPUT 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

GDS  II  In/Out  Interface 

Intergraph/User  Interface  Builder 

GenRad  Postprocessor  Series 

ORACLE  Easy*SQL  Database  Utility* 

Gerber  Formatter* 

ORACLE  Pro*C  Programmatic  DB  Interface* 

HILO  Series* 

ORACLE  Pro*FORTRAN  Prog.  DB  Inter.* 

HP  306XX  Auto  Board  Tester  Postprocessor 

ORACLE  RDBMS  Base  Product* 

Hybrid  Series** 

ORACLE  SQL*Utilities* 

IKOS  Hardware  Simulator  Interface 

ORACLE  SQLNet  Network  DB  Comm.  Fac.* 

Integri-Test  Auto  Board  Tester  Postprocessor 

ORACLE  SQL*Net  TCP/IP  DB  Comm.  Proto.* 

JFET  Library  Module 

ORACLE  SQL*Plus  Database  Utility* 

MOSFET  Library  Module 

Maintainability  Effectiveness  Analysis  Program* 

ORACLE  SQL*ReportWriter  Database  Utility* 

Marconi  80X  Auto  Board  Tester  Postprocessor 

Petroleum  Software  Packages 

NC  Nucleus  Series 

ASSISTANT 

OK  Wire  Wrap  Postprocessor 

CIRC 

PCB  Series** 

EOW-PAK 

PDI  4000  Auto  Board  Tester  Postprocessor 

GASP 

Parasitic  Parameters  Analysis** 

LogStation 

Philips  SMD  MCM1  NC  Inserter  Postprocessor 

Maya  System 

Pole/Zero  Analysis 

PRESIM 

Posalux  NC  Drill  and  Router  Postprocessor 

Stratamodel 

Redac-in  Translator 

TDAS 

Reliability  Effectiveness  Analysis  Program* 

TerraStation 

Scicards-ln  Translator 

VIP-COMP 

Sieb  & Meyer  NC  Drill  and  Router  Postproc. 

VIP-CORE 

Standard  Logic  WWM-XXX  Wire  Wrap  Postproc. 

CIP-DUAL 

Starter  Analog  Library  Module 

VIP-ENCORE 

Statistical  Analysis  Module 

Stitchweld  Model  357-N  Wire  Wrap  Postproc. 

Vortext 

TDK  NC  Inserter  Postprocessor 

Plotting  Software  Packages 

Tiger-PCB  Autorouter** 

Benson  96XX  Device  Drivers 

Trudil  Postprocessor  Series 

CalComp  107X  Device  Drivers 

Universal  Postprocessor  Series 

Dot  Matrix  Device  Driver 

Wire  Wrap  Nucleus 

Hewlett-Packard  7475  Device  Driver 

XI  LI  NX  Netlister 

Hewlett-Packard  75XX  Device  Driver 

ZYCAD  Hardware  Accelerator  Interface 

InterPlot 

Zehntel  Model  810  Auto  Board  Tester  Postproc. 

Intergraph  Type  9 Raster  Output  Driver 
Shinko  CHC645  Device  Driver 

Electronic  Publishing 

V80  Device  Driver 

DP/Manager 

V80  Workstation  Plotting 

DP/Manager  User 

Versatec  72XX  Device  Driver 

DP/Paint** 

Versatec  74XX  Device  Driver 

DP/Presenter 

Versatec  85XX  Device  Driver 

DP/Publisher** 

Versatec  CE32XX  Device  Driver 

WordPerfect* 

Versatec  CE34XX  Device  Driver 
Xerox  4045  Device  Driver 

Mapping 

CPS-3™ 

System  Software  Packages 

GWN-COGO 

BSC/3270* 

Intergraph/Scanning  Software 

BSC/RJE* 

Intergraph/Symbol  Character  Recog.  Software 

C Compiler* 

Intergraph/Vectorization  Software 

C+  + Translator* 

Map  Publisher 

CS/200  Boot  Image* 

S.C.I.P.S.  (Soil  Cell  Info.  Parceling  System) 

Documented  WorkbenchR 

SpatialData 

EMACS** 

TIGRIS  Series 

Figaro  Run  Time  License* 
Fortran-77  Compiler* 
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APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

Mechanical  & Manufacturing 

MFCbase 

AutoMod  II  Series 

MicroStation  32* 

Binary  Cutter  Location  Interface 

MicroStation  32  Customer  Support  Library* 

B-LINES  - Hull  Form  Definition 

NKR  BASIC  Interpreter* 

BL2IG  - B-UNES  Interface  to  Intergraph 

Network  File  System* 

BRITSHELL  - Shell  arrangement  and  plate  devel. 

Pascal  Compiler* 

BRITSHIPS 

Prior  Graphical  Kernel  System  (GKS)* 

CODES  - Conceptual  Design  System 

QTC  Math  Advantage  (C  Version)* 

COSMOS/M 

QTC  Math  Advantage  (FORTRAN  Version)* 

DISPLAY  II 

Remote  File  Sharing* 

ELECTRO  - Electrical  Routing  System 

SNA/3270* 

ENDURE 

SNA/RJE* 

FEAP 

SoftPC* 

FI  DAP 

TCP/IP  Intergraph 

GENSURF 

Tektronix  4107  Terminal  Emulation* 

HS2IG  - HULLSURF  Interface  to  Intergraph 

Template  Graphics  Software  Figaro* 

HULLDAS  - Hull  Design  Analysis  System 
HULLGEN  - Hull  Form  Generation 

XNS/VTP* 

HULLSURF  - Hull  Surface  Definition 

Translator  Software  Packages 

IGCAD 

Applicon  8XX  to  Intergraph  Translators* 

IGRIP 

AutoCAD  Translators* 

Intergraph/Cooling  Analysis 

AutoTrol  GS1000  to  Intergraph  Translator* 

lntergraph/2.5-Axis  Milling  Option 

CADAM  Translators* 

lntergraph/3-Axis  Mill  & Lathe  Postproc.  Gen.* 

CADD  Translators* 

Intergraph/ANSYS  Interface 

CATIA  to  Intergraph  Translator* 

Intergraph/Cincom  Interface  Program 

Intergraph  Translators* 

Intergraph/Engineering  Modeling  System 

POWRTRAN-PC 

Intergraph/Finite  Element  Modeling/Solver 
Intergraph/Flow  Analysis 

Unigraphics  II  Intergraph  Translator* 

Intergraph/Image  Man.  & Graph.  Editing  Sys. 

Utilities  Software  Packages 

Intergraph/Kinematics  Mechanism  Modeling** 

Electric  FIDS  Designer 

Intergraph/Lathe  Option 

FRAMME  Designer 

Intergraph/Lathe  Postprocessor  Gen.* 

MicroStation  32  Raster  Graphics  Editor 

Intergraph/MSC  Interface 

Telephone  FIDS  Designer 

Intergraph/Mechanical  Drafting  System 
Intergraph/Mechanism  Modeling 
Intergraph/Mill  and  Lathe  Postproc.  Generator* 

Water  FIDS  Designer 

*lndicates  third-party  software 


** Jointly  owned  by  Intergraph  and  a third-party  vendor 


Clients  Clients  include  Coca-Cola,  Ford  Motor  Company,  Colgate-Palmolive 

Company,  Sverdrup  Corporation,  Moulinex,  Corgan  Associates 
Architects,  Air  Force  Logistics  Command,  California  Department  of 
Conservation,  Perkin-Elmer  Corporation,  and  Metroscan. 


April  1993 
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Alliances  Intergraph  has  the  following  marketing  agreements: 

INTERGRAPH  CORPORATION 
MARKETING  AGREEMENTS 


VENDOR 

MARKETING  AGREEMENT 

Allen-Bradley 

CMM,  cell  control 

Automation  Intelligence 

Postprocessors 

AutoSimulations  Inc. 

Graphical  factory  simulation 

CAM  Software  Inc. 

Expert  systems,  decision-tree  management 
systems 

CHAM  of  North  America  Inc. 

Computational  fluid  dynamics 

Cincom  Systems  Inc. 

RDBMS,  application  development 
system,  business/manufacturing 
application  software 

Computerized  Structural  Analysis  and  Research 

FEA 

EMRC 

FEA 

Informix  Software  Inc. 

RDBMS 

Mechanical  Dynamics  Inc. 

Kinematics/dynamic  analysis 

Moldflow  Pty.  Ltd. 

Plastics  processing  analysis 

Oracle  Corp. 

RDBMS 

Precision  Nesting  Systems 

Sheet  metal  nesting 

Relational  Technology  Inc. 

RDBMS 

Research  Engineers  Inc. 

FEA 

Silma  Inc. 

Robotic  programming 

Structural  Research  and  Analysis  Corp. 

FEA 

Visitech  Graphic  Resources 

Customized  lease  mapping  solutions 

3D  Systems 

Stereolithography  for  physical  prototyping 

Industry  Markets  Intergraph  markets  its  products  to  various  industries,  including 

aerospace,  automotive,  utilities,  transportation,  petroleum, 
construction,  and  the  federal  government. 

The  Federal  Systems  Division,  which  contributed  an  estimated  16%  to 
1992  revenue,  provides  Intergraph  systems  and  associated  support 
services  to  federal  agencies.  Contract  examples  include: 

• An  interactive  computer  graphics  system  to  aid  in  the  design  of 
NASA's  Space  Station  for  Boeing  Aerospace.  This  first  phase  is 
worth  $1.8  million. 

• An  automatic  graphics  digitizing  system  for  the  Department  of  the 
Interior  for  $4.6  million. 
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Geographic  A three-year  summary  of  Intergraph's  geographic  source  of  revenue 

Markets  follows: 


INTERGRAPH  CORPORATION 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$576 

49% 

$652 

54% 

$554 

53% 

Europe 

$447 

38% 

$400 

34% 

$345 

33% 

Other  International 

$153 

13% 

$143 

12% 

$146 

14% 

TOTAL 

$1,176 

100% 

$1,195 

100% 

$1,045 

100% 
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INTERLEAF,  INC. 

Prospect  Place 
9 Hillside  Avenue 
Waltham,  MA  01254 
Phone:  (617)  290-0710 
Fax:  (617)  290-4977 


Chairman: 
President  & CEO: 
Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


David  A.  Boucher 
Mark  K.  Ruport 
Public  Corporation 


$100,299,000 

3/31/92 


NASDAQ 
850  (3/92) 


Key  Points 


■b»:Whi 

■S3"  . J 
tfi'f  •'•’3 


c 

November  1992 


Interleaf  recognizes  that  overall  market  requirements  have  shifted 
from  standalone  products  to  total  document  information  systems. 
The  company  has  designed  its  products  to  address  complete 
solutions,  including  the  creation,  management,  and  distribution  of 
data  and  documents. 

During  fiscal  1992,  Interleaf  launched  WorldView,  the  first 
electronic  document  viewing  and  distribution  system  that  accepts 
text  and  graphics  from  virtually  any  source  and  allows  users  to  view 
them  on  virtually  any  computer. 

Interleaf  believes  that  providing  specialized  services  that  customize 
and  tailor  its  software  products  to  meet  the  specific  needs  of  its 
customers  is  critical  to  the  success  of  the  company. 

Interleaf  has  announced  products  based  on  SGML  (Standard 
Generalized  Markup  Language),  the  leading  text  interchange 
standard  worldwide,  as  a key  part  of  its  open  document  systems 
strategy. 

During  the  second  quarter  of  fiscal  1993,  Interleaf  launched  RDM, 
its  object-oriented  system  that  enables  workgroups  to  manage  the 
interdependent  document  and  data  life  cycles,  across  software, 
hardware,  and  operating  systems. 

Overall,  Interleaf s international  revenues  increased  by  25%  in  fiscal 
1992,  with  its  German  subsidiary  as  the  major  contributor  to  this 
increase.  The  company  is  also  making  progress  in  the  Asian  market. 
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Company 

Description 


Company 

History 


Financials 


Interleaf,  founded  in  1981,  currently  develops,  markets,  and  supports 
software  products  used  in  the  creation,  management,  and  distribution 
of  large  documents.  The  company  also  provides  customization  and 
consulting  services  to  its  clients. 

Interleafs  three  basic  software  products  include: 

• Interleaf  5— its  primary  authoring  product 

• WorldView— an  electronic  document  viewing  and  distribution  system 

• RDM— a document  manager  combining  library  management, 
workflow  management,  and  configuration  management 

Clients  include  major  corporations  in  industries  ranging  from 
automotive,  commercial  aviation,  petroleum,  and  pharmaceuticals  to 
electronics,  telecommunications,  investment,  and  banking. 


Until  November  1989,  Interleaf  primarily  marketed  its  software  either 
alone  or  bundled  with  workstations  manufactured  by  others.  Because 
of  the  deteriorating  profitability  of  the  workstation  market,  Interleaf 
exited  the  hardware  business  and  began  focusing  on  marketing  its 
multiplatform  software  integrated  with  customized  services. 

• As  a result,  a pretax  restructuring  charge  of  approximately  $13.9 
million  was  recorded  in  the  third  quarter  of  fiscal  1990. 

• As  part  of  this  transition,  Interleaf  began  to  focus  on  the  specific 
needs  of  selected  vertical  markets,  such  as  pharmaceuticals, 
commercial  aviation/aerospace,  and  telecommunications. 


Interleafs  fiscal  1992  revenue  reached  $100.3  million,  a 19%  increase 
over  fiscal  1991  revenue  of  $84.3  million.  Net  income  reached  nearly 
$6  million,  compared  to  net  losses  of  $1.3  million  in  fiscal  1991.  A five- 
year  financial  summary  follows: 
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INTERLEAF,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/92 

3/91 

3/90 

3/89 

3/88 

Revenue 

$100.3 

$84.3 

$88.8 

$82.8 

$58.4 

• Percent  change 

from  previous  year 

19% 

(5%) 

7% 

42% 

57% 

Income  (loss)  before  taxes 

$6.5 

$(1.0) 

$(16.3) 

$1.5 

$7.8 

• Percent  change 

(a) 

from  previous  year 

750% 

94% 

★ 

(80%) 

★ 

Net  income  (loss) 

$6.0 

$(1.3) 

$(16.0) 

$0.9 

$7.0 

• Percent  change 

from  previous  year 

562% 

92% 

* 

(88%) 

★ 

Earnings  (loss)  per  share 

$0.38 

$(0.11) 

$(1.37) 

$0.07 

$0.59 

• Percent  change 

from  previous  year 

445% 

92% 

* 

(88%) 

■k 

Percent  change  exceeds  1,000%. 


(a)  Includes  an  restructuring  charge  of  $13.9  million  associated  with  Interleaf  exiting  the  turnkey  systems 
business. 


Interleaf  management  attributes  fiscal  1992  results  to  the  following: 

• Revenue  growth  was  attributed  to  increased  sales  to  the  existing 
client  base  and  sales  to  new  customers.  Domestic  revenue  increased 
15%  and  international  revenues  increased  25%. 

• Upgrades  to  Interleaf  5 increased  the  company's  maintenance 
revenues  by  62%.  Services  revenue-for  consulting,  customizing 
Interleaf  products,  and  automating  business  processes-grew  33% 
during  the  year. 

• Cost  of  products  and  services  in  fiscal  1992  showed  little  change  over 
fiscal  1991,  accounting  for  about  24%  of  revenues,  compared  to  28% 
of  revenue  in  fiscal  1990  due  primarily  to  hardware  sales. 

• Selling,  general,  and  administrative  costs  were  50%  of  total  revenue 
in  fiscal  1992,  compared  to  56%  of  total  revenue  in  both  fiscal  1991 
and  1990.  Interleaf  has  recognized  that  the  distribution  channel  for 
its  software  products  is  costly  and  has  made  improvements  to  this 
expense  by  consolidating  sales  offices  and  streamlining  sales 
management. 
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Acquisitions 


Alliances 


Employees 


Competitors 


Revenues  for  the  six  months  ending  September  30,  1992  reached  $54.9 
million,  a 24%  increase  over  $44.3  million  for  the  same  period  in  1991. 
Net  income  rose  200%,  from  $1.1  million  to  $3.3  million. 


Acquisitions  made  by  Interleaf  include  the  following: 

• In  July  1991,  Interleaf  purchased  all  of  the  outstanding  equity  in 
Interleaf  GmbH,  the  exclusive  distributor  of  its  software  products  in 
Germany,  Spain,  Portugal,  and  Austria,  for  about  $7.5  million. 

• In  November  1989,  Interleaf  acquired  its  French  affiliate,  Interleaf 
France  S.A.,  for  approximately  $7.1  million.  Interleaf  France  S.A. 
was  a joint  venture  founded  in  1986  by  Interleaf  and  Compagnie 
Financiere  du  Scribe  to  market  and  distribute  Interleaf  software 
products  in  France,  Belgium,  and  Switzerland. 

• In  July  1988,  Interleaf  acquired  Interleaf  Canada  Inc.,  the  exclusive 
distributor  of  the  company's  products  in  Canada. 


Interleaf  has  formed  alliances  with  leading  organizations  worldwide, 
including  Rank  Xerox  Limited  (U.K.),  ZGDV  (Germany),  Exoterica 
Corporation  and  SoftQuad  (Canada),  and  Avalanche  Development 
Company  (U.S.),  to  provide  SGML  solutions  for  a range  of  users. 


As  of  March  1992,  Interleaf  had  850  full-time  employees,  segmented  as 
follows: 


Research  and  development  234 

Domestic  sales  211 

Domestic  customer  support  61 

Corporate  marketing,  finance, 
and  administration  116 

International  228 

850 


Interleafs  competitors  include  the  following: 

• In  the  technical  documentation  segment,  competitors  include  Xerox, 
Datalogics,  ArborText,  and  Frame  Technology. 

• In  the  microcomputer  segment,  competitors  include  Aldus, 
Microsoft,  and  WordPerfect. 
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Key  Products  and  Approximately  59%  of  Interleafs  fiscal  1992  revenue  was  derived  from 
Services  software  products,  27%  from  maintenance  services,  and  14%  from 

consulting  and  training. 

A three-year  summary  of  source  of  revenue  follows: 


INTERLEAF,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  products 

$59.4 

59% 

$57.1 

68% 

$63.5 

71% 

Maintenance  services 

26.7 

27% 

16.6 

20% 

14.8 

17% 

Consulting  and  training 

14.2 

14% 

10.6 

12% 

10.5 

12% 

TOTAL 

$100.3 

100% 

$84.3 

100% 

$88.8 

100% 

C 


Interleafs  software  products  enable  customers  to  compose,  edit,  view, 
and  print  documents,  while  also  facilitating  their  electronic 
management,  dissemination,  and  distribution. 

Interleaf  5,  the  company's  primary  authoring  product,  was  released  in 
December  1990.  It  currently  operates  on  Sun,  DEC,  Apollo,  HP,  IBM, 
Data  General,  and  SGI  32-bit  workstations. 

• Interleaf  5 consists  of  a basic  version  that  may  be  supplemented  by 
three  additional  options  to  meet  customers'  varying  technical  needs 
and  pricing  requirements. 

■ All  three  packages  of  Interleaf  5 provide  the  customer  with  a variety 
of  tools  to  create,  revise,  illustrate,  share,  manage,  and  print  text  and 
graphic  documents. 

• Interleaf  5 was  designed  so  that  it  could  be  extended  and  modified 
using  a LISP  programming  tool  for  specific  applications  or  projects 
without  reprogramming  the  underlying  software  program. 

• Interleaf  5-Basic  includes: 

- Text-word  processing 

- Graphics 
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- Document  management 

- High-end  typography 

- Interfaces  to  other  packages 

- Advanced  tables 

- Equations 

- Photographic  image  editing 

- Advanced  graphics 

• Option  I (Book  Catalogs)  enables  the  user  to  centralize  control  of 
document  format  and  content  across  a network. 

• Option  II  (Revision  Management)  enables  the  user  to  have 
documents  automatically  updated  and  provides  on-line  access  to 
spreadsheet  data  and  other  sources. 

• Option  III  (Developer's  Toolkit)  enables  the  user  to  develop  layered 
applications  to  Interleaf  5 using  Interleaf  LISP  programming  tools. 

• In  the  U.S.,  Interleaf  5-Basic  is  price  at  $2,500.  Interleaf  5 with 
Options  I,  II,  and  III  is  priced  at  $15,000.  Standard  support  for 
Interleaf  5-Basic  is  about  $500  per  year,  with  the  price  increasing  to 
$3,000  per  year  for  Interleaf  5-Basic  with  all  three  options. 

• Foreign  language  versions  of  Interleaf  5 are  available  in  13  different 
languages.  A Japanese  version  started  shipping  in  September  1992. 

• Interleaf  recently  completed  porting  Interleaf  5 to  PCs  and  expects 
to  complete  porting  Interleaf  5 to  the  Apple  Macintosh  in  calendar 
1993. 

WorldView  enables  both  Interleaf  and  non-interleaf  authored 
documents,  containing  hyperlinks  and  full  text  retrieval  capabilities,  to 
be  viewed  and  retrieved  by  users  on  various  32-bit  workstations,  PCs, 
Macintoshes,  and  mainframe  terminals. 

• The  product  is  currently  being  marketed  to  third  parties  and  end 
users  for  widespread  dissemination  of  both  Interleaf  and  non- 
Interleaf  created  documents  and  manuals,  either  electronically  or  on 
CD  ROM. 

• These  products  have  a list  price  starting  at  approximately  $195  per 
license  in  the  U.S.  ($10  per  copy  for  volume  pricing).  Support  is 
listed  at  13%  of  end-user  price,  depending  on  the  configuration. 

RDM  is  a relational  document  manager  for  use  on  workstations, 
Macintoshes,  and  PCs  that  enables  users  to  manage  documents  created 
with  Interleaf  5 and  other  authoring  products  in  large  document  data 
bases. 
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• The  system  can  restrict  access  to  files  to  ensure  security  and  data 
integrity.  It  also  records  and  tracks  all  changes  to  documents  it 
manages  and  updates  any  files  dependent  on  that  revised  data. 

• This  product  has  a list  price  starting  at  approximately  $40,000  in  the 
U.S.  Support  is  priced  at  about  15%  of  the  end-user  price. 

Interleaf  also  provides  software  maintenance  (telephone  assistance  and 
software  product  updates)  and  consulting  and  training  professional 
services. 


Industry  Markets  Interleaf  derives  its  revenue  from  across  industries. 

Clients  include  major  corporations  in  industries  ranging  from 
automotive,  commercial  aviation,  petroleum,  and  pharmaceuticals  to 
electronics,  telecommunications,  investment,  and  banking. 


Geographic  Approximately  60%  of  Interleafs  fiscal  1992  revenue  was  derived  from 

Markets  the  U.S.  and  40%  from  international  sources. 

A three-year  geographic  source  of  revenue  summary,  as  estimated  by 
INPUT,  follows: 


INTERLEAF,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

- Domestic 

- Exports  (a) 

$60.0 

3.1 

60% 

3% 

$52.1 

5.5 

62% 

6% 

$61.9 

6.9 

69% 

8% 

Europe 

31.6 

31% 

20.9 

25% 

13.2 

15% 

Canada 

5.6 

6% 

5.8 

7% 

6.8 

8% 

TOTAL 

$100.3 

100% 

$84.3 

100% 

$88.8 

100% 

(a)  Includes  revenue  from  distributors  in  Australia,  Italy,  Japan,  and  Latin  America. 
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In  the  U.S.,  Interleaf  distributes  its  products  and  services  through  direct 

sales  and  alternate  channels. 

• Interleaf  maintains  sales  and  service  offices  in  20  U.S.  locations, 
including  Phoenix  (AZ);  Irvine,  Los  Angeles,  Sacramento,  and  Santa 
Clara  (CA);  Norwalk  (CT);  Tampa  (FL);  Atlanta  (GA);  Chicago 
(IL);  Greenbelt  (MD);  Waltham  (MA);  Detroit  (MI);  St.  Louis 
(MO);  Iselin  (NJ);  Raleigh  (NC);  Cleveland  (OH);  Dallas  and 
Houston  (TX);  and  Seattle  (WA). 

• Interleaf  also  has  approximately  60  resellers  in  75  to  80  locations 
who  resell  Interleafs  personal  computer  software  products  and 
Interleaf  5.  These  sales  contributed  about  4%,  3%,  and  less  than  1% 
to  Interleafs  total  revenues  in  fiscal  1992,  1991,  and  1990, 
respectively. 

Interleaf  markets  its  software  products  and  services  in  Europe  and 

Canada  through  its  wholly  owned  subsidiaries  in  Canada  and  Germany 

and  a third-party  distributor  in  Italy. 

• Interleaf  GmbH,  Interleafs  exclusive  distributor  for  Germany, 
Austria,  Portugal,  and  Spain  was  acquired  by  Interleaf  in  July  1991. 

• Interleaf  has  an  31%  equity  interest  in  Interleaf  Italia  S.r.l.,  its 
exclusive  distributor  in  Italy. 

• Offices  are  in  Ottawa,  Toronto,  and  Montreal  (Canada)  and  in 
Belgium,  France,  Germany,  Japan,  the  Netherlands,  Switzerland, 
Sweden,  and  the  U.K. 

Interleaf  also  markets  its  products  through  distributors  in  Latin 

America,  Asia,  Australia,  and  New  Zealand. 
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Joseph  A.  Saponaro,  President  & CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  588 
Total  Revenue,  Fiscal  Year  End 
2/28/92:  $61,334,000 


733  Concord  Avenue 
Cambridge,  MA  02138 
Phone:  (617)661-1840 
Fax:  (617)547-3879 


The  Company 


Intermetrics,  Inc.,  founded  in  1969,  provides  professional 
engineering  and  software  services,  standard  systems  software 
products,  and  integrated  systems  to  the  U.S.  government  and 
commercial  customers.  The  company  specializes  in  embedded 
computer-based  information  services. 

Intermetrics  is  currently  organized  into  three  business  groups  as 
follows: 

• The  Defense  Systems  Group,  headquartered  in  Warminster 
(PA),  provides  systems  engineering  and  software  development 
services  primarily  to  the  Department  of  Defense  (DoD)  and 
related  prime  contractors  in  developing  specialized  software  for 
acoustic  signal  processing,  navigation,  avionics,  and 
communication  systems  applications. 

• The  Aerospace  Systems  Group,  headquartered  in  Huntington 
Beach  (CA),  provides  systems  engineering  and  custom  software 
development  services  to  NASA  and  aerospace  contractors  in 
support  of  spacecraft,  avionics,  and  navigation  systems.  The 
group  also  provides  systems  integration  services  to  commercial 
customers. 

• The  Development  Systems  Group,  headquartered  in  Cambridge 
(MA),  provides  custom  and  off-the-shelf  programming 
environments,  compilers,  and  tools  for  embedded 
microprocessors,  and  performs  advanced  software  technology 
research  for  the  U.S.  government  and  commercial  clients. 

- Intermetrics  Microsystems  Software,  Inc.  (IMSI)  is  a separate 
subsidiary  formed  during  fiscal  1991  to  consolidate 
Intermetrics'  commercial  development  and  marketing  efforts 
for  standard  C-language  software  development  tools  for 
embedded  systems. 
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- Nihon  Intermetrics  K.K.,  also  formed  during  fiscal  1991,  is 
managing  Japanese  distribution  relationships  for  Intermetrics' 
standard  software  products  business. 

Intermetrics'  fiscal  1992  revenue  reached  $61.3  million,  a 10% 
increase  over  fiscal  1991  revenue  of  $55.6  million.  Net  income  rose 
12%,  from  $2.1  million  in  fiscal  1991  to  nearly  $2.4  million  in  fiscal 
1992.  A five-year  financial  summary  follows: 


INTERMETRICS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

2/92 

2/91 

2/90 

2/89 

2/88 

Revenue 

$61,334 

$55,649 

$46,352 

$49,621 

$47,363 

■ Percent  increase 

(decrease)  from 
previous  year 

10% 

20% 

(7%) 

5% 

(1%) 

Income  before  taxes 

$3,855 

$3,191 

$2,097 

$3,414 

$2,491 

• Percent  increase 
(decrease)  from 
previous  year 

21% 

52% 

(39%) 

37% 

261% 

Net  income 
• Percent  increase 

$2,390 

$2,138 

$1,531 

$2,777 

$2,173 

(decrease)  from 
previous  year 

12% 

40% 

(45%) 

28% 

442% 

Earnings  per  share 

$0.63 

$0.59 

$0.43 

$0.79 

$0.63 

• Percent  increase 
(decrease)  from 
previous  year 

7% 

37% 

(46%) 

25% 

425% 

Intermetrics'  management  attributes  fiscal  1992  and  1991  results  to 
the  following: 

• The  increased  revenues  during  both  years  came  mainly  from  the 
company's  core  business  in  the  defense  and  civil  (government 
non-defense)  sectors.  New  contract  awards  in  fiscal  1992  from 
the  Department  of  Transportation's  Volpe  National 
Transportation  System  Center  and  from  the  Air  Force  for  the 
Global  Positioning  System,  combined  with  multiyear  contracts 
awarded  in  prior  years,  accounted  for  the  growth. 

• Existing  contracts  with  NASA  for  the  Space  Shuttle  and  Station 
programs,  along  with  the  Navy's  Anti-Submarine  Warfare  System 
continued  to  provide  a solid  base  of  revenues  for  Intermetrics. 


J 


Page  2 of  7 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


July  1992 


INTERMETRICS,  INC. 


INPUT 


Key  Products  and 
Services 


• Intermetrics  management  anticipates  that  the  DoD  will  continue 
to  reduce  spending,  but  still  expects  modest  revenue  growth  in 
fiscal  1993  because  of  its  year-end  backlog  of  $52.4  million, 
coupled  with  target  opportunities  in  the  civil  market  sector. 

Revenue  for  the  three  months  ending  May  31,  1992  reached  $14.9 
million,  slightly  down  from  the  same  period  in  1991.  Net  income 
was  $509,000  compared  to  $566,000  for  the  same  period  a year  ago. 

Alliances  include  the  following: 

• In  March  1992,  IBM,  Texas  Instruments  (TI),  and  Intermetrics 
announced  an  alliance  to  develop  and  market  a fully  integrated, 
open  standard  digital  signal  microcomputer  subsystem  that  will 
support  the  development  of  multimedia  applications  products. 

TI  will  manufacture,  sell,  and  support  the  new  subsystem  under 
the  trade  name  Mwave™.  Intermetrics  will  build  and  market  the 
software  development  tools  for  the  system.  IBM  developed  the 
design  and  will  be  a customer  for  the  system. 

• In  August  1991,  Intermetrics  provided  $1  million  in  financing  and 
formed  a strategic  business  alliance  with  Serius  Corporation  of 
Salt  Lake  City  (UT).  Serius  markets  application  development 
tools  for  Macintosh  systems. 

As  of  February  29,  1992,  Intermetrics  had  approximately  535  full- 
time employees  and  53  part-time  employees,  segmented  as  follows: 


Marketing,  sales,  and 

customer  support 

20 

Engineering  and  technical 

463 

General  and  administrative 

105 

588 

Approximately  93%  of  Intermetrics'  fiscal  1992  revenue  was  derived 
from  its  various  professional  services  and  7%  was  derived  from 
standard,  off-the-shelf  software  tools. 

A three-year  summary  of  source  of  revenue  by  business  group 
follows: 
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INTERMETRICS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

2/92 

2/91 

2/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Defense  Systems 

$27.0 

44% 

$21.7 

39% 

$18.1 

39% 

Aerospace  Systems 

19.0 

31% 

17.2 

31% 

13.9 

30% 

Development  Systems 

15.3 

25% 

16.7 

30% 

14.4 

31% 

TOTAL 

$61.3 

100% 

$55.6 

100% 

$46.4 

100% 

Development  Systems  Group: 

Intermetrics  provides  compilers,  languages,  tools,  and  complete 
development  systems  used  for  building  embedded  real-time 
applications.  Intermetrics  products  and  services  support  the 
development  and  maintenance  of  software  in  C and  Ada  languages, 
as  well  as  the  design,  description,  and  simulation  of  electronic 
systems. 

Intermetrics  created  the  first  high  level  language  (HAL/S)  used  for 
manned  space  flight  and  the  standard  high-level  language  (SPL/1) 
used  for  the  Navy's  Anti-Submarine  Warfare  missions. 

Intermetrics  has  been  involved  in  the  Ada  programming  language 
development  effort  since  1975.  In  March  1990,  Intermetrics  was 
selected  to  design  the  second  generation  of  Ada,  called  Ada9X. 

Intermetrics  also  offers  a line  of  Ada  products  and  services, 
including  environment  integration,  system  architecture  consulting, 
applications  software  development,  reusable  software  components, 
and  training. 

InterTools™  is  a set  of  integrated  tools  for  programming  embedded 
microprocessors  in  C. 

• InterTools  includes  optimizing  compilers;  macroassemblers;  and 
XDB™,  a C source-level  debugger. 

• InterTools  operates  on  several  development  platforms,  including 
microcomputers,  workstations,  and  mini  and  mainframe 
computers,  and  generates  code  for  the  major  8-,  16-,  and  32-bit 
microcomputer  chips. 
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• Intermetrics  has  integrated  InterTools  with  in-circuit  emulators 
from  all  the  major  manufacturers,  as  well  as  other  electronic 
instruments. 

• In  November  1990,  Motorola  announced  that  it  would  resell 
InterTools  for  Motorola's  68000  microprocessors. 

The  Whitesmiths™  product  line,  acquired  during  1988,  includes  C 
language  development  systems  for  IBM  System/370  architectures, 
DEC  VAX  and  PDP-11  minicomputers  and  microcomputers;  and 
IDRIS™,  a POSIX-compatible  real-time  operating  system. 

Intermetrics  provides  integrated  development  systems  that  combine 
existing  products  with  specialized  environments,  including  custom 
software  environments  for  C,  Ada,  SPL/1,  and  other  languages. 

Recent  contracts  include  the  following: 

• Intermetrics  was  awarded  a $4.3  million  contract  for  the  U.S.  Air 
Force  System  Command's  Manufacturing  Directorate,  which 
involves  the  development  of  a system  to  help  manufacturers 
share,  exchange,  and  use  information  about  electronics  products. 

• Intermetrics  was  awarded  a $1.2  million  contract  with  the 
Communications  Group  of  Rockwell  to  develop  C language- 
based  software  tools  for  Rockwell's  new  special-purpose 
microprocessor  for  business  office  products. 

Defense  Systems  Group: 

Intermetrics  provides  system  engineering  and  software  services  in 
the  following  areas: 

• As  a leader  in  airborne  acoustic  signal  processing  since  1981, 
Intermetrics  has  aided  in  detecting,  classifying,  tracking,  and 
monitoring  underwater  targets.  The  company  offers  a range  of 
anti-submarine  warfare  (ASW)  engineering  services,  including 
algorithm  development  and  analysis,  software  design  and 
implementation,  and  systems  integration  and  testing. 

- During  fiscal  1991,  Intermetrics  was  awarded  an  $8.2  million 
add-on  contract  with  the  Navy  to  continue  operational  and 
upgrade  support  of  software  for  the  Air  Common  Acoustic 
Processing  (ACAP)  program  used  in  the  P-3C  and  S-3B 
aircraft  for  ASW  operations. 

• Intermetrics  has  supported  all  phases  of  the  NAVSTAR  Global 
Positioning  System  (GPS)  program  for  over  15  years,  with 
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emphasis  on  system  engineering,  software  development,  and 
testing.  The  company  is  also  providing  solutions  for 
autonomously  navigated  GPS  satellites.  In  addition,  Intermetrics 
has  provided  over  a decade  of  support  to  advancing  the  relative 
navigation  capabilities  of  the  Joint  Tactical  Information 
Distribution  System  (JTIDS)  terminal  set. 

- During  fiscal  1992,  Intermetrics  was  awarded  a $4  million 
contract  involving  integration  and  verification  work  for  the 
GPS  program. 

. Intermetrics  was  also  awarded  a $2  million  contract  from  the 
U.S.  Air  Force  in  Florida  to  provide  additional  GPS-related 
services  for  the  use  of  GPS  at  the  U.S.  Air  Force  test  range. 

. Intermetrics  is  one  of  the  prime  contractors  providing 

information  systems  engineering  services  under  contract  to  the 
Volpe  National  Transportation  Systems  Center  in  Cambridge 
(MA).  During  fiscal  1992,  the  Intermetrics  team  was  awarded 
multiple  contracts  valued  at  $9.5  million.  The  work  involves 
information  system  development  services  and  support  for 
automated  personnel  assignment  and  transportation  information 
systems  for  the  U.S.  Marine  Corps.  Under  this  contract, 
Intermetrics  also  conducted  a review  and  assessment  of  the 
Advanced  Automation  System  (AAS)  for  the  Federal  Aviation 
Administration. 

Aerospace  Systems  Group: 

Intermetrics  provides  software  engineering  and  development 
services  for  real-time  embedded  computer  system  applications  to 
the  government,  major  aerospace  system  developers,  and 
commercial  customers. 

For  over  17  years,  Intermetrics  has  worked  on  a range  of  projects 
for  the  Space  Shuttle,  from  design  of  the  HAL/S  computer 
programming  language,  to  its  recent  role  of  supporting  shuttle 
flight-to-flight  software  building,  certification,  and  upgrade  and 
enhancement  of  the  HAL/S  compiler. 

Intermetrics  currently  supports  NASA  and  its  prime  contractors  in 
improving  and  maintaining  the  systems  necessary  to  operate  the 
nation's  Space  Transportation  System. 

Intermetrics  is  currently  supporting  McDonnell  Douglas,  IBM, 
Grumman,  and  Lockheed  in  the  design  and  development  of 
integration,  testing,  and  verification  environments  for  Space  Station 
software. 
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During  fiscal  1992,  Intermetrics  was  awarded  a $2.7  million  contract 
to  support  Honeywell  and  Rockwell  in  redesigning  and  building 
software  for  the  multifunctional  displays  to  be  upgraded  for  NASA's 
Space  Shuttle  cockpits. 

Industry  Markets 

Approximately  58%  of  Intermetrics'  fiscal  1992  revenue  was  derived 
from  defense,  25%  from  civil  (non-defense  agencies),  and  17%  from 
commercial  customers.  Revenue  from  the  U.S.  government  or  its 
prime  subcontractors  represented  83%  of  total  revenues. 

General  Motors  and  its  subsidiaries  or  affiliates  accounted  for  6%, 
8%,  and  10%  of  Intermetrics'  total  revenue  for  fiscal  1992,  1991, 
and  1990,  respectively. 

Geographic 

Markets 

Virtually  all  of  Intermetrics'  fiscal  1992  revenue  was  derived  from 
the  U.S. 

U.S.  offices  are  in  Cambridge  (MA);  Huntington  Beach  and  San 
Diego  (CA);  Oceanport  and  Wall  (NJ);  Warminster  (PA);  Houston 
(TX);  McLean  (VA);  Lawton  (OK);  and  Seattle  (WA). 

Intermetrics  Microsystems  Software  and  Whitesmiths  are  both 
headquartered  in  Cambridge  (MA). 

Nihon  Intermetrics  K.K.,  formed  in  1990  and  based  in  Tokyo,  is  a 
wholly  owned  Japanese  company  that  supports  the  sales  of 
Intermetrics  Microsystems  Software  products  in  Japan. 

Computer 
Hardware  and 
Software 

Intermetrics  primarily  has  IBM,  DEC,  and  Sun  computers  installed 
in  support  of  its  various  services. 
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INTERSOLV,  INC. 

3200  Tower  Oaks  Boulevard 
Rockville,  MD  20852 
Phone:  (301)230-3200 
Fax:  (301)984-3047 


President  & CEO: 
Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Kevin  J.  Burns 
Public  Corporation 
NASDAQ 
463  (4/92) 
$79,144,000 
4/30/92 
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Intersolv’s  desktop  software  development  product  strategy 
emphasizes  an  open  architecture  that  permits  its  products  to  be  used 
separately,  with  its  other  products,  and  with  software  development 
products  offered  by  other  companies.  In  addition,  Intersolv's 
products  are  designed  to  enable  software  developers  to  use  a variety 
of  design  methodologies. 

Intersolv  was  formed  in  March  1991  with  the  merger  of  Sage 
Software,  Inc.  and  Index  Technology  Corporation.  Within  15 
months  of  the  merger,  Intersolv  management  reported  that  the 
integration  of  the  two  companies  was  successfully  completed  and 
that  during  fiscal  1992  the  company  had  met  each  of  its  five 
objectives  for  the  year: 

- Defining  a clear,  focused  strategy  for  Intersolv 

- Eliminating  redundancies  and  non-strategic  activities 

- Restoring  profitability  to  the  10%  pretax  level 

- Delivering  new  ExceleratorR  products 

- Leveraging  worldwide  marketing/sales  resources  to  increase  sales 
of  the  code  generation  and  configuration  management  product 
lines 

In  August  1992,  Intersolv  exited  from  its  marketing  relationship  with 
IBM  and  from  IBM’s  AD/Cycle  CASE  partnership,  but  will  continue 
to  ensure  IBM-compatibility  with  its  products.  Numerous 
development  relationships  still  exist  with  IBM,  and  Intersolv  will 
support  AD/Cycle  as  an  architecture  and  industry  standard  for  as 
long  as  the  marketplace  deems  AD/Cycle  strategic. 
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Company 

Description 

Intersolv  provides  software  development  tools  for  workstations  and 
local-area  networks  (LANs). 

• These  products  provide  capabilities  for  desktop/workgroup 
development  environments  and  address  the  areas  of  analysis,  design, 
generation,  maintenance/re-engineering,  and  software  configuration 
management. 

• The  company  currently  has  over  140,000  users  of  its  products  at 
10,000  customer  sites  worldwide. 

Intersolv  was  formed  in  March  1991  with  the  merger  of  Sage  Software 
and  Index  Techology.  Sage  acquired  all  the  outstanding  capital  stock  of 
Index  in  exchange  for  approximately  5.1  million  shares  of  Sage  common 
stock  valued  at  approximately  $50  million.  The  acquisition  was 
accounted  for  as  a pooling  of  interests. 

• Index  Technology,  founded  in  1983  and  based  in  Cambridge  (MA), 
developed  and  marketed  CASE  products  for  systems  analysts  and 
designers,  including  its  flagship  product,  Excelerator. 

• Sage  Software,  based  in  Rockville  (MD),  provided  software 
development  tools  for  IBM-based  business  information  systems, 
primarily  in  the  areas  of  application  generation  and  software 
configuration  management. 

IBM  currently  owns  2.4%  of  Intersolv  stock. 

Alliances 

Intersolv  currently  has  the  following  alliances: 

• Member  of  IBM's  Tool  Vendor  Assistance  Program  (TVAP) 

■ Marketing  relationship  with  Micro  Focus  (where  Micro  Focus  can 
market  Intersolv's  PVCS  product  line) 

• Numerous  technology/development  relationships  with  other 
software  developers. 

Acquisitions/ 

Divestitures 

In  October  1992,  Intersolv  announced  an  agreement  to  acquire  certain 
assets  from  Interport  Software  Corporation,  including  Interport's 
InterCycle  software  product  and  related  Interport  technologies. 

• InterCycle  is  a PC/LAN-based  maintenance  workbench  that 
leverages  the  analysis,  modification,  and  validation  phases  of  the 
maintenance  cycle. 
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• Intersolv  intends  to  hire  the  associated  development  and  support 
staff  from  Interport  and  continue  development  and  support  activities 
as  they  relate  to  normal  business  operations. 

Effective  April  30,  1991,  Intersolv  sold  its  Demo  II  and  PLink  products 
(originally  acquired  by  Sage  Software  during  1989)  to  Voyageur 
Software.  The  products  generated  revenue  of  $3.1  million  and 
expenses  of  $1.7  million  during  fiscal  1991. 


Financials  Intersolv's  revenue  for  the  fiscal  year  ending  April  30,  1992  reached 

$79.1  million,  a 10%  increase  over  fiscal  1991  revenue  of  $71.8  million. 
Net  income  reached  $5.9  million,  compared  to  net  losses  of  $23.3 
million  for  fiscal  1991. 

• Fiscal  1991  net  losses  include  a one-time,  nonrecurring  charge  of 
$26.5  million  (pretax)  associated  with  the  acquisition  of  Index  and 
the  resulting  reorganization. 

• In  the  four-year  summary  that  follows,  financials  prior  to  fiscal  1992 
reflect  the  pooling-of-interests  acquisition  of  Index. 


INTERSOLV 

FOUR-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

4/92 

4/91 

4/90 

4/89 

Revenue 

• Percent  increase 

$79.1 

$71.8 

$62.6 

$49.8 

from  previous  year 

10% 

15% 

26% 

29% 

Income  (loss)  before  taxes 
Percent  change 

$8.4 

$(30.8) 

(a) 

$8.5 

$6.9 

from  previous  year 

127% 

(462%) 

23% 

N/A 

Net  income  (loss) 

• Percent  change 

$5.9 

$(23.3) 

(a) 

$5.7 

$4.1 

from  previous  year 

125% 

(509%) 

39% 

N/A 

Earnings  (loss)  per  share 
• Percent  change 

$0.48 

$(2.11) 

(a) 

$0.50 

$0.40 

from  previous  year 

123% 

(522%) 

25% 

N/A 

(a)  Fiscal  199 1 results  include  nonrecurring  charges  of  $26.5  million  pretax  ($20. 1 million  after 
taxes  or  $1.82  per  share)  associated  with  the  acquisition  of  Index  and  the  resulting 
reorganization. 
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Fiscal  1992  revenue  growth  was  attributed  to  higher  revenues  from 
code  generation  and  software  configuration  management  products, 
which  more  than  offset  the  decline  in  revenues  from  analysis  and  design 
products  (due  to  pre-merger  delays  in  delivering  an  enhanced  version 
of  Excelerator  as  well  as  a softening  in  demand  in  the  marketplace  for 
front-end  tools). 

Research  and  development  expenses  were  approximately  $11.2  million 
(14%  of  revenue)  in  fiscal  1992,  $14.2  million  (20%  of  revenue)  in 
fiscal  1991,  and  $11.7  million  (19%  of  revenue)  in  fiscal  1990. 

Revenue  for  the  three  months  ending  July  31,  1992  reached  $18.0 
million,  a 19%  increase  over  $15.2  million  for  the  same  period  in  1991. 
Net  income  for  the  period  rose  22%,  from  $486,000  to  $594,000. 


Employees  As  of  April  1992,  Intersolv  had  463  employees.  The  company  currently 

has  489  employees,  segmented  as  follows: 

Marketing,  sales,  and 
field  operations  300 

Product  development  and 
technical  support  147 

General  and  administration  42 

489 


Competitors  Major  competitors  include  KnowledgeWare,  Bachman,  and  LEGENT. 


Key  Products  and  a three-year  summary  of  source  of  revenue  follows: 

Services 

INTERSOLV,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

4/92 

4/91 

4/90 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

License  fees 

$62.8 

79% 

$59.5 

83% 

$54.1 

86% 

Maintenance  fees 

16.3 

21% 

12.3 

17% 

8.5 

14% 

TOTAL 

$79.1 

100% 

$71.8 

100% 

$62.6 

100% 
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Intersolv  currently  markets  products  that  address  four  sectors  of  the 
applications  development  tools  market: 

• Planning,  analysis,  and  design  (Excelerator) 

• Code  generation  (APS/PC) 

• Software  maintenance/redevelopment  (Design  Recovery) 

• Configuration  management  (PVCS) 

A three-year  summary  of  source  of  revenue  by  product  line  follows: 


INTERSOLV,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

4/92 

4/91 

4/90 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

PRODUCT  LINE 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Analysis  and  design 

$38.1 

48% 

$44.8 

62% 

$37.9 

61% 

Code  generation 

23.2 

29% 

18.0 

25% 

15.6 

25% 

Software  maintenance/ 
redevelopment 

0.7 

1% 

- 

- 

- 

-- 

Configuration 

management 

17.1 

22% 

9.0 

13% 

6.6 

10% 

Other 

-- 

- 

-- 

- 

2.5 

4% 

TOTAL 

$79.1 

100% 

$71.8 

100% 

$62.6 

100% 

Planning,  Analysis,  and  Design  Tools: 

Excelerator  is  a LAN-based  toolset  for  planning,  analysis,  design, 

documentation,  and  redevelopment  of  MIS-oriented  systems. 

Excelerator  offers  a LAN-exploitive  repository  architecture  for  IBM’s 

OS/2  and  Microsoft's  Windows  development  platforms. 

• Excelerator  creates  and  revises  system  diagrams  and  charts; 
validates  and  cross-references  design  data,  prototypes  screens  and 
reports;  and  creates  end-user  and  system-related  documentation 
before  the  system  is  built. 

• Excelerator  runs  on  IBM  PS/2,  PC  AT,  PC  XT,  and  compatibles. 

• Intersolv  released  its  IBM  OS/2  version  of  Excelerator  in  March 
1992,  and  the  Microsoft  Windows  version  in  June  1992. 
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XL-PLAN  is  a PC-based  software  product  for  planning  business 
systems.  The  product  helps  organizations  to  create  enterprise  systems 
and  high-level  data  models,  and  transfers  information  to  Excelerator 
prior  to  systems  development. 

Code  Generation: 

APS  is  a full-function  application  generator  for  high-impact 
information  systems  targeting  IBM  SAA  environments. 

• The  new  APS  2.2  is  a complete  development  solution  for 
cooperative  processing  applications  with  graphical  front-ends  and 
distributed  function  support.  New  client/server  generator  options 
include  OS/2  Presentation  Manager  (PM)  clients,  OS/2  LAN 
servers,  and  mainframe  CICS  and  MVS  servers. 

• The  APS  Series  for  Application  Generation  runs  on  mainframes 
(MVS)  and  on  PCs  (MS-DOS  and  OS/2)  in  LAN  environments,  and 
targets  SAA  production  environments  on  mainframes,  PCs,  and 
AS/400  midrange  systems. 

■ Additional  target  support  planned  for  the  near-term  includes 
Windows  3.X,  Oracle,  and  SQL  and  IMS/DB  servers. 

• Customers  can  use  APS  on  a standalone  basis  or  connected  directly 
through  the  Intersolv  Information  Link  to  Excelerator  for  planning, 
analysis,  and  design. 

• Customers  can  also  connect  APS  to  analysis  and  design  tools  from 
other  vendors,  including  Knowledge  Ware. 

• APS  supports  all  of  IBM's  Data  Base/Data  Communications 
systems,  including  DB2,  IMS,  and  CICS. 

• Intersolv's  major  new  APS  release  (APS  2.2)  brings  full-function 
client/server  technology  to  new  and  exisitng  applications. 

Software  Maintenance/Redevelopment: 

Design  Recovery  for  Excelerator,  released  in  January  1992,  is  an 
integrated  set  of  reverse-engineering  tools  that  scans  COBOL 
programs;  recovers  data,  procedural  codes,  and  screen  maps;  and  stores 
them  in  the  Excelerator  repository  for  later  use.  Versions  for  OS/2  and 
Windows  are  scheduled  for  1993. 

This  month  Intersolv  announced  plans  to  acquire  the  rights  to 
InterCycle  from  Interport  Software  Corporation,  expanding  Intersolv's 
offerings  in  the  maintenance  and  re-engineering  market. 
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Industry  Markets 

• InterCycle  is  a PC/LAN-based  maintenance  workbench  that 
supports  the  analysis,  modification,  and  validation  phases  of  the 
maintenance  cycle. 

• With  InterCycle,  IBM  mainframe  users  can  off-load  the  maintenance 
of  CICS,  DB2,  IMS,  VSAM,  and  JCL  applications  to  the  desktop. 

Configuration  Management: 

The  PVCS  Series  is  a family  of  configuration  management  products  for 
developers  on  PCs  and  LANs. 

• PVCS  products  operate  on  PCs  with  MS-DOS,  OS/2,  and  many 
UNIX  platforms. 

• In  May  1992,  Intersolv  introduced  PVCS  Version  5.0  opening  new 
markets  for  PVCS,  including  large  MVS  shops,  broadened  UNIX 
support  on  workstations  and  midrange  platforms,  and  developers 
with  in-house  systems  requiring  an  easy-to-use  interface  to  software 
configuration  management  services. 

Support  Services: 

Intersolv  provides  maintenance  and  enhancement  services  to  licensed 
customers  at  no  charge  during  the  initial  90  days  of  use.  Thereafter, 
maintenance  services  are  offered  for  an  annual  maintenance  service 
fee,  which  is  paid  in  advance  and  generally  is  17%  of  the  current  license 
fee  for  the  product.  Services  generally  include  software  updates  and 
telephone  support  for  technical  product  assistance. 

Intersolv's  revenue  is  derived  from  clients  across  industries,  including 
computer,  software,  and  electronics  firms;  consumer  products  and 
retailing;  insurance  and  financial  services;  banking;  federal,  state,  and 
local  government;  manufacturing;  transportation;  aerospace;  and 
others. 

The  company  markets  its  products  to  small,  medium,  and  large 
development  projects  within  major  corporations.  Customers  are 
generally  Fortune  1000  organizations. 

Geographic 

Markets 

Approximately  61%  of  Intersolv's  fiscal  1992  revenue  was  derived  from 
North  America  and  39%  from  international  operations,  including 
export  sales.  A three-year  geographic  source  of  revenue  summary 
follows: 
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THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

4/92 

4/91 

4/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America  (a) 

$48.0 

61% 

$54.5 

76% 

$50.6 

81% 

Europe  and  other 

31.1 

39% 

17.3 

24% 

12.0 

19% 

TOTAL 

$79.1 

100% 

$71.8 

100% 

$62.6 

100% 

(a)  Includes  export  revenues  of  $5.6  million  in  fiscal  1991  and  $6.3  million  in  fiscal  1990. 


In  North  America,  Intersolv  markets  its  products  through  direct  sales 
and  telesales.  U.S.  offices  are  in  the  metropolitan  areas  of  Atlanta, 
Boston,  Cambridge,  Chicago,  Dallas,  Los  Angeles,  New  York,  Portland 
(OR),  San  Francisco,  and  Washington,  D.C.  Canadian  offices  are  in 
Toronto  and  Montreal. 

Outside  North  America,  Intersolv  markets  its  products  through  four 
subsidiaries  in  the  U.K.,  France,  Germany,  and  Australia  and  also 
through  a network  of  dealers  and  distributors  operating  in  23  countries, 
predominantly  in  Europe  and  the  Asia/Pacific. 
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Intuit  Inc. 


Chairman:  Scott  D.  Cook 

President 

& CEO:  William  V.  Campbell 

2535  Garcia  Avenue 

Mountain  View,  CA  94043 
Phone:  (415)944-6000 

Fax:  (415)944-6688 

Internet:  Http://www.intuit.com 

Status:  Public 

Employees:  2,732  (10/95) 

Revenue:  $395,729,000 

Fiscal  Year  End:  7/31/95 

Key  Points 

• In  December  1995,  Intuit  announced  it 
would  be  offering  on-line  banking  via  the 
Internet  in  the  second  half  of  1996.  Intuit 
has  formed  a strategic  alliance  with  America 
Online  (AOL)  to  provide  electronic  banking 
to  AOL's  four  million  subscribers. 

• Intuit  Inc.  is  a provider  of  PC-based 
financial  software  products  and  is  a leader  in 
the  emerging  market  for  electronic  financial 
services. 

• In  February  1996,  Intuit  launched  low-cost 
tax  preparation  software  on  its  World  Wide 
Web  site,  allowing  users  to  fill  out  and  file 
their  tax  returns  on-line. 

• During  1995,  Intuit  made  three  strategic 
acquisitions,  including  GALT  Technologies 
Inc.,  a provider  of  mutual  fund  information 
on  the  Internet:  Personal  News,  Inc.  (PNI),  a 
developer  of  technology  to  provide  on-line 
investment  research  data;  and  Mysterious 
Pursuit  Pty  Ltd.  (MP),  a privately  held 
Australian  company  that  develops  tax 
software. 
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• Since  July  1995,  the  company  has 
announced  strategic  partnerships  with  22 
leading  financial  institutions  to  provide 
customers  with  on-line  banking  and  bill 
payment  services. 

Company  Description 

Intuit,  founded  in  1983.  develops,  markets  and 
supports  personal  finance,  small  business 
accounting,  tax  preparation  and  other 
consumer  software  products.  It  also  provides 
related  supplies  and  electronic  services  for 
individuals,  professionals  and  small 
businesses. 

• Intuit  pioneered  computerized  personal 
finance  management  with  the  introduction 
of  Quicken®  in  1984. 

• Intuit’ s primary  software  products  are 
Quicken,  for  personal  financial  management; 
QuickBooks®  financial  management  tools 
designed  for  small  business  owners;  and  the 
TurboTax®,  MacInTax®  and  TurboTax 
ProSeries™  tax  return  preparation 
applications  designed  for  individuals  and 
professional  tax  preparers. 

During  the  fourth  quarter  of  fiscal  1995,  Intuit 
sold  1 . 1 million  shares  of  common  stock, 
raising  $80.2  million.  The  funds  will  be  used 
for  capital  expenditures  and  working  capital. 

In  May  1995,  Intuit  announced  the 
termination  of  its  merger  agreement  with 
Microsoft.  Under  the  proposed  merger,  Intuit 
would  have  become  a wholly  owned  subsidiary 
of  Microsoft. 

• The  proposed  merger  had  been  opposed  in  a 
lawsuit  brought  by  the  U.S.  Department  of 
Justice,  and  the  two  companies  were  unable 
to  agree  to  pursue  the  litigation. 

• As  a result  of  the  termination,  Intuit 
received  a $46.3  million  termination  fee 


($41.3  million  net  of  related  expenses)  from 
Microsoft.  The  after-tax  benefit  to  Intuit 
was  approximately  $25.6  million. 

Effective  August  1.  1994,  Intuit  changed  its 
fiscal  year  end  from  September  30  to  July  31 
in  order  to  better  align  its  financial  reporting 
cycle  with  the  business  cycles  of  its  tax  and 
finance  software  products. 

Organization  and  Structure 

Intuit  now  occupies  its  new  corporate 
headquarters  in  Mountain  View  (CA).  The 
company  also  has  U.S.  offices  in  Palo  Alto,  San 
Diego  and  San  Francisco  (CA),  and  telephone 
support  centers  in  Tucson  (AZ),  Rio  Rancho 
(NM),  Hiawatha  (IA)  and  Fredericksburg  (VA). 

Intuit  also  operates  the  following  domestic 
wholly  owned  subsidiaries: 

• Intuit  Services  Corporation  (ISC),  previously 
known  as  National  Payment  Clearinghouse, 
Inc.,  is  headquartered  in  Downers  Grove 
(IL).  It  delivers  electronic  banking,  bill 
payment  and  stock  quote  retrieval  services 
to  consumers  via  modems  and  personal 
computers. 

• Parsons  Technology,  Inc.,  located  in 
Hiawatha  (IA).  develops  consumer  software 
in  legal,  tax,  medical,  and  advice-oriented 
categories.  This  subsidiary  markets 
consumer  software  such  as  Personal  Tax 
Edge™,  Quicken  Family  Lawyer™  and 
Medical  Drug  Reference®  through  its 
substantial  direct  mail  distribution 
channels. 

• Quicken  Investment  Services,  Inc.,  located 
in  Mountain  View  (CA),  markets  personal 
finance  software  products. 
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Intuit  also  operates  the  Automated  Financial 
Services  division,  which  offers  a number  of  on- 
line services,  including  electronic  bill  payment, 
payroll  tax  update  services  and  the  Quicken 
Visa  card  with  IntelliCharge. 

Intuit  has  international  offices/subsidiaries  in 
the  U.K.,  Canada,  Germany,  France,  Australia 
and  the  Netherlands. 

Company  Strategy 

Intuit’s  vision  is  focused  on  creating 
automated  solutions  to  help  consumers  and 
small  businesses  “simplify  and  enrich”  their 
financial  fives. 

Furthering  its  vision  of  helping  people  make 
better,  smarter  financial  decisions,  Intuit  is 
positioning  itself  for  a leadership  role  in 
emerging  electronic  commerce  markets,  on- 
line banking,  and  the  Internet. 

Intuit  s product  development  strategy  focuses 
on  products  that  provide  added  value  to  its 
new  and  existing  customers  and  that  provide 
Intuit  with  opportunities  for  ongoing  sales  to 
repeat  customers. 

Intuit  is  also  concentrating  on  international 
expansion.  Until  1993,  the  company  had  no 
sales  outside  North  America.  Now  the 
company  is  actively  pursuing  international 
markets,  and  is  currently  in  eleven  countries 
outside  the  U.S.  and  Canada.  During  1995,  it 
introduced  products  into  seven  of  the  eleven 
countries  in  which  it  now  markets. 

Financials 

Intuit’s  fiscal  1995  revenue  reach  $395.7 
million,  a 77%  increase  over  revenue  of  $223.4 
for  the  twelve-month  period  ending  July  31, 
1994.  Net  losses  were  $45.4  million  in  fiscal 


1995,  compared  to  a loss  of  $173.2  million 
during  the  same  period  the  prior  year. 

Intuit  management  attributed  fiscal  1995 
revenue  increases  to  the  following: 

• Increased  product  volumes  and  new  product 
introductions,  domestically  and  in 
international  markets,  especially  Germany 

• The  inclusion  of  approximately  $62.0  million 
in  net  revenue  from  Parsons’  operations 
subsequent  to  September  27.  1994 

• The  inclusion  of  $104.5  million  in  revenue 
from  ChipSoft,  which  was  acquired  in 
December  1993 

• Excluding  the  effect  of  these  acquisitions, 
revenue  rose  approximately  47%  for  fiscal 
1995. 

Net  losses  for  fiscal  1995  and  1994  include 
acquisition-related  charges,  net  of  taxes,  of 
$97.7  million  and  $198.7  million,  respectively. 

• Fiscal  1995  results  also  include  the 
Microsoft  merger  termination  fee  of  $25.6 
million  net  of  related  expenses  and  income 
taxes. 

• Excluding  acquisition-related  expenses  and 
the  Microsoft  termination  fee,  net  income 
would  have  been  $26.8  million,  compared  to 
net  income  of  $25.4  million  for  the  twelve- 
month  period  ending  July  31,  1994. 

In  the  three-year  financial  summary  that 
appears  on  the  following  page,  figures  prior  to 
fiscal  1995  have  been  restated  for  comparative 
purposes  to  reflect  the  change  of  the 
company’s  fiscal  year  end  from  August  31  to 
July  31. 
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Intuit  Inc. 

Three-Year  Financial  Summary 

($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

7/95 

7/94(a) 

7/93(a) 

Revenue 

$395.7 

$223.4 

$107.0 

• Percent  change  from 

previous  year 

77% 

108% 

N/A 

Income  (loss)  before  taxes 

$(21.1) 

$(169.4) 

$10.0 

• Percent  change  from 

(b) 

previous  year 

88% 

N/A 

N/A 

Net  income  (loss) 

$(45.4) 

$(173.2) 

$6.2 

• Percent  change  from 

(c) 

(c) 

previous  year 

74% 

N/A 

N/A 

Earnings  (loss)  per  share 

$(1.11) 

N/A 

N/A 

• Percent  change  from 

previous  year 

N/A 

N/A 

N/A 

(a)  Unaudited ; for  comparative  purposes  only. 


(b)  Includes  the  termination  fee  from  Microsoft  of  $41.3  million  ($25.6  million  net  of  related 
expenses  and  income  taxes). 

(c)  Includes  acquisition-related  charges,  net  of  taxes , of  $97. 7 million  and  $198. 7 million  in 
fiscal  1 995  and  fiscal  1 994,  respectively. 


Research  and  development  expenditures  were 
approximately  $53.4  million  (13.5%  of 
revenue)  in  fiscal  1995  compared  to  $24.6 
million  (11%  of  revenue)  during  the  prior  12- 
month  period. 

Revenue  Analysis  by  Product  / Service 

Approximately  87%  of  Intuit  s fiscal  1995 
revenue  was  derived  from  software  products 
and  13%  from  supphes  revenue. 

Software  revenue  increased  approximately 
90%,  to  $342.9  million  during  fiscal  1995,  up 
from  $180.2  million  during  the  same  period 
the  previous  year.  Increases  were  due  to 
greater  volumes,  new  product  introductions, 
and  acquisitions. 

• Increased  unit  sales  resulted  from  the 
release  of  new  and  upgraded  finance 


products,  including  Deluxe  and  CDROM 
versions. 

• Increases  in  average  selling  prices  from 
Deluxe  products  were  partially  offset  by 
lower  average  prices  on  products  sold 
through  the  OEM  channel,  and  a smaller 
proportion  of  new  product  sales,  as  the  core 
product  lines  mature. 

Supplies  revenue  was  $52.8  million  in  fiscal 
1995,  a 22%  increase  over  revenue  of  $43.2 
million  in  the  prior  year.  This  increase  was 
attributed  to  increased  sales  of  small  business 
check,  envelope,  and  invoice  products. 

In  the  three-year  source  of  revenue  summary 
that  follows,  figures  for  the  twelve-month 
periods  ending  July  31,  1994  and  July  31, 

1993  are  unaudited  and  for  comparative 
purposes  only. 
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Intuit  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

7/95 

7/94  (a) 

7/93(a) 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software 

$342.9 

86.6% 

$180.2 

80.6% 

$71.7 

67.0% 

Supplies 

52.8 

13.4% 

43.2 

19.4% 

35.3 

33.0% 

Total 

$395.7 

100% 

$223.4 

100% 

$107.0 

100% 

(a)  Unaudited;  for  comparative  purposes  only. 


Interim  Results 

Revenue  for  the  six  months  ending  January 
31.  1996  reached  $325.4  million,  a 34% 
increase  over  $242.0  million  for  the  same 
period  a year  ago.  Net  income  was  $1.6 
million,  compared  to  a net  loss  of  $39.1  million 
for  the  same  period  the  previous  year. 

• Net  losses  for  the  six-month  period  a year 
ago  include  acquisition-related  charges  of 
$44  million  for  purchased  R&D. 

• The  current  year  reflects  substantial 
investments  in  research  and  development, 
marketing,  customer  service,  and 
infrastructure,  compared  to  the  period  a 
year  ago,  to  support  the  company’s 
initiatives  in  electronic  financial  services 
and  Internet  applications. 

• QuickBooks  has  experienced  substantial 
growth  and  its  highest  market  shares  to 
date. 

Market  Financials 

Intuit’s  products  are  sold  to  end  users 
(households  and  small  businesses)  primarily 
through  distributors,  retailers  and  direct  sales 
channels. 

One  distributor,  Ingram,  accounted  for  8%  and 
15%  of  net  revenue  in  fiscal  1995  and  1994, 


respectively.  A second  distributor.  Merisel, 
accounted  for  13%  and  15%  of  net  revenue  in 
the  same  periods. 

Geographic  Markets 

To  date,  the  majority  of  Intuit’s  revenue  has 
been  derived  from  the  U.S.  and  Canada. 
International  revenue  from  sales  outside  of 
North  America  was  less  than  5%  of  Intuit’s  net 
revenue  during  fiscal  1995  and  the  prior 
twelve-month  period. 

Intuit  is  actively  pursuing  international 
markets,  and  is  now  in  eleven  countries 
outside  the  U.S.  and  Canada.  In  1995,  the 
company  introduced  products  into  seven  of  the 
eleven  countries  in  which  it  now  markets. 

Intuit  has  developed  versions  of  Quicken  for 
sale  in  Australia,  Canada,  France  and 
Germany.  It  has  also  developed  versions  of 
both  Quicken  and  QuickBooks  for  the  U.K. 

Acquisitions 

In  November  1995,  Intuit  announced  its 
agreement  to  acquire  GALT  Technologies.  Inc. 
(Pittsburgh).  The  acquisition  is  expected  to  be 
finalized  by  September  1996. 

• GALT  is  a provider  of  mutual  fund 
information  on  the  Internet,  through  its 
NETworth™  service. 
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• The  acquisition  of  NETworth  will  increase 
Intuit’s  ability  to  provide  mutual  fund 
information  to  its  customers  via  links  to 
Intuit’s  new  Internet  Web  site,  the  Quicken 
Financial  Network. 

In  June  1995,  Intuit  acquired  certain  assets  of 
Mysterious  Pursuit  Pty  Ltd.  (MP)  for  $1.1 
million.  MP  is  an  Australian  company  that 
had  been  Intuit’s  outside  developer  of  tax 
software  for  its  Australian,  German  and  U.K. 
markets. 

In  June  1995,  Intuit  acquired  Personal  News, 
Inc.  (PNI)  for  216,982  shares  of  Intuit’s 
common  stock,  valued  at  $10.4  million. 

• PNI  is  a developer  of  technology  providing 
on-line  investment  research  data,  and  is 
providing  Investor  Insight™  to  Intuit’s  new 
Windows  Deluxe  version  of  Quicken  for  ‘96. 

• PNI's  operations  have  been  merged  into 
those  of  Intuit. 

In  September  1994,  Intuit  purchased  Parsons 
Technology,  Inc.,  a developer  of  legal,  tax, 
medical  and  advice-oriented  consumer 
software  products,  for  approximately  $67.3 
million.  Intuit  paid  $28.8  million  in  cash  and 
issued  1.8  million  shares  of  its  common  stock 
to  Parsons’  stockholders. 

• Parsons  become  a wholly  owned  subsidiary 
of  Intuit  pursuant  to  the  acquisition. 

• Through  the  acquisition,  Intuit  acquired 
Personal  Tax  Edge,  a consumer  tax 
preparation  product  that  is  marketed 
primarily  through  direct  sales  efforts. 

In  July  1994,  Intuit  acquired  National 
Payment  Clearinghouse,  Inc.  (NPC)  for  $7.6 
million. 


• Of  the  purchase  price,  $1.4  million  was 
allocated  to  in-process  research  and 
development. 

• NPC  now  operates  as  a wholly  owned 
subsidiary  named  Intuit  Services 
Corporation  (ISC),  providing  electronic 
banking,  bill  payment  and  stock  quote 
retrieval  services  to  customers  via  modems 
and  personal  computers. 

In  April  1994,  Intuit  purchased  Best  Programs 
Inc.’s  professional  tax  preparation  business  for 
$6.5  million.  Of  the  purchase  price,  $5.8 
million  was  allocated  to  intangible  assets.  The 
operations  were  subsequently  merged  into 
those  of  Intuit. 

In  1993,  Intuit  purchased  ChipSoft,  Inc.,  a 
publicly  held  developer  and  marketer  of  PC 
tax  preparation  software  for  $306.4  million  in 
common  stock,  stock  options  and  acquisition 
costs.  The  operations  of  ChipSoft  were 
merged  into  Intuit,  and  in  fiscal  1995,  this 
unit  contributed  approximately  $69.8  million 
to  Intuit’ s revenue. 

Employees 

As  of  October  13,  1995,  Intuit  had  2,732  full- 
time employees — 92  employees  at 
international  subsidiaries  and  2,640  employed 
domestically,  segmented  as  follows: 


Marketing  and  sales 225 

Customer  support 1,306 

Product  development 673 

Production 118 


Finance,  business  development, 
corporate  services,  human  resources, 
and  management  information 

systems 318 

2,640 
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Key  Products  and  Services 

Intuit’s  primary  product  offerings  are  personal 
finance,  small  business  accounting,  tax 
preparation  and  other  consumer  software 
products,  automated  financial  services 
offerings,  and  complementary  supplies. 

Personal  Finance  Products 

Intuit  develops  personal  finance  software 
products  for  the  Windows,  Macintosh  and  DOS 
operating  environments. 

Quicken,  introduced  in  October  1984, 
represents  approximately  20%  of  Intuit’s 
revenue.  It  allows  users  to  organize, 
understand  and  manage  personal  finances.  It 
is  designed  to  look  and  work  like  a checkbook, 
and  does  not  require  the  user  to  be  familiar 
with  double-entry  accounting  concepts. 

• Quicken  Deluxe  5 for  Windows  CDROM  was 
released  during  the  first  quarter  of  fiscal 
1996,  along  with  enhanced  versions  for 
Windows  and  Macintosh. 

• New  service  offerings  available  through 
Quicken  include  on-line  banking,  bill  paying, 
and  an  investor  research  tool. 

• New  features  include  a tutorial  of  finance 
fundamentals,  personalized  financial  advice, 
and  a tool  that  automatically  tailors  the 
Quicken  user  interface. 

Quicken  Financial  Planner  facilitates 
retirement  planning. 

Your  Mutual  Fund  Selector  assists  in  the 
evaluation  of  mutual  fund  investments. 

Quicken  Parents’  Guide  to  Money  advises 
parents  on  financial  planning. 

Quicken  ExpensAble™  for  Windows, 
introduced  during  the  first  quarter  of  fiscal 


1996,  is  an  expense-reporting  software  product 
for  business  travelers. 

Pocket  Quicken™  is  designed  to  enable  mobile 
users  to  track  expenditures  and  keep  accounts 
of  daily  cash  flows. 

Pocket  Quicken  Connect™  for  Macintosh  and 
Windows,  released  during  the  first  quarter  of 
1996,  provides  a link  between  Quicken  and 
Quicken  ExpensAble  on  the  desktop  and 
Pocket  Quicken  for  the  Newton,  Magic  Cap  or 
HP  Palmtop  PC  mobile  platforms. 

Small  Business  Accounting  Products 

QuickBooks,  contains  Quicken’s  most  popular 
features,  including  the  look  and  functionality 
of  a checkbook. 

QuickBooks  Pro™  addresses  the  needs  of 
small  U.S.  contracting,  consulting,  legal, 
accounting,  and  subcontracting  businesses 
that  are  project-,  job-  or  time-based. 

QuickPay™  is  a payroll  add-on  product  for 
Quicken  that  calculates  and  tracks  salary  and 
payroll  deductions.  It  is  incorporated  into  the 
latest  versions  of  QuickBooks  for  Windows, 
DOS  and  Macintosh  platforms. 

Tax  Preparation  Products 

Intuit  offers  a line  of  more  than  400  tax 
preparation  software  products  sold  under  the 
brand  names  TurboTax.  MacInTax.  TurboTax 
for  Business  and  TurboTax  ProSeries. 

TurboTax  and  MacInTax.  first  introduced  in 
1984,  are  available  for  the  DOS,  Windows,  and 
Macintosh  operating  environments. 

Of  its  consumer  products,  Intuit  currently 
provides  45  state  tax  preparation  products  for 
both  Macintosh-  and  Windows-based 
computers,  and  10  state  tax  preparation 
products  for  DOS-based  computers. 
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• TurboTax  and  MacInTax  consumer  tax 
preparation  software  products  include 
different  data  entry  methods  for  different 
levels  of  experience. 

• TurboTax  and  MacInTax  offer  tax  help  and 
print  completed  IRS-approved  forms. 

• Personal  Tax  Edge  is  designed  for  the  less 
complex  returns.  Personal  Tax  Edge  and 
associated  products  are  available  for  DOS 
and  Windows. 

• Intuit  also  releases  HeadStart  preliminary 
editions  of  many  of  its  federal  1040  and  state 
tax  return  programs  to  enable  customers  to 
plan  and  organize  their  records  prior  to  the 
release  of  the  final  editions. 

TurboTax  for  Business  is  designed  to  enable 
small  businesses  to  prepare  tax  returns 
without  an  outside  tax  preparation 
professional.  Intuit  develops,  markets  and 
supports  TurboTax  for  Business  programs  for 
corporate  and  partnership  returns  and,  in 
fiscal  1996,  introduced  programs  for  sole 
proprietorships. 

Professional  tax  preparation 
products — TurboTax  ProSeriesfor  DOS, 
Windows,  and  Macintosh,  are  designed  for  tax 
preparers  and  accountants  of  individuals  and 
small  businesses. 

Other  Software  Products 

Intuit  also  offers  Announcements,  Golf 
Digest’s  Scorecard®,  and  the  Quicken 
Financial  Suite™,  which  includes  the  Quicken 
Deluxe,  Quicken  Financial  Planner,  and 
Quicken  Family  Lawyer  software  products. 

Quicken  Family  Lawyer  products  are  for 
preparing  legal  forms  and  documents  such  as 
wills,  powers  of  attorney  and  promissory 
notes. 


Medical  Drug  Reference®  enables  users  to 

access  pharmaceutical  product  information. 

QuickVerse®  is  a computerized  concordance 

that  enables  users  to  locate  biblical  references. 

Automated  Financial  Services 

Intuit  complements  its  personal  financial 

software  with  the  following  services: 

• In  September  1995,  Intuit  announced  new 
Quicken  5 for  Windows  and  Quicken  6 for 
Macintosh,  also  known  as  Quicken  for  ‘96. 
This  service  integrates  a range  of  new 
electronic  services,  including  Investor 
Insight,  on-line  banking  and  on-line  bill 
payment. 

• On-line  banking,  a new  feature  of  Quicken  5 
for  Windows,  allows  users  to  download 
account  activity  and  automatically 
categorizes  it  into  Quicken. 

• IntelliCharge®  Credit  Card  Service  provides 
Quicken  credit  card  users  with  electronically 
transmitted  statements  from  which  data  can 
be  transferred  to  and  categorized  by 
Quicken.  There  is  no  annual  fee  for  the 
IntelliCharge  card  or  for  the  data  download 
via  modem.  An  annual  fee  is  charged  for 
statement  delivery  via  diskette. 

• Online  Bill  Payment  enables  users  to  pay 
bills  via  modem,  through  financial 
institutions  and  directly  from  Intuit. 

Charges  are  set  by  the  financial  institutions. 

• Investor  Insight  is  a new  feature  of  Quicken 
Deluxe  5 for  Windows  CD  ROM  that  gives 
Quicken  users  access  to  investment  research 
information.  Users  are  charged  a monthly 
fee  for  Investor  Insight. 

• Payroll  Tax  Table  Update  Service  is  an  add- 
on diskette-based  data  service  that  provides 


Page  8 of  10 


INPUT  1996.  Reproduction  prohibited. 


Intuit  Inc. 
March  1996 


INPUT  Vendor  Profile 


QuickBooks  and  QuickPay  users  with 
updated  payroll  tax  table  files. 

In  February  1996,  Intuit  launched  its  low-cost 
QuickTax™  1040A/EZ  software  on  its  World 
Wide  Web  site,  allowing  users  to  fill  out  and 
file  their  tax  returns  on  line. 

• The  service  is  targeted  to  taxpayers  with 
less  than  $50,000  in  annual  income  and  is 
available  for  $9.95. 

• Software  is  included  to  file  1040A  “short 
form”  and  1040EZ  returns,  among  others. 

The  Quicken  Financial  Network  (QFN)  is  an 
on-line  community  for  Quicken.  TurboTax, 
QuickBooks,  ProSeries  and  other  Intuit 
customers.  Each  Intuit  product  has  set  up  its 
own  Web  site  within  QFN  to  supply  product- 
specific  information. 

In  addition  to  the  above-mentioned  services, 
Intuit  is  developing  additional  electronic 
commerce  offerings. 

Supplies 

Intuit  offers  a range  of  supplies,  including 
checks,  invoice  forms,  envelopes,  deposit  slips 
and  address  stamps,  to  supplement  its 
software  products. 

Most  supplies  are  sold  directly  to  the  users, 
since  the  majority  require  personalized 
printing. 

Customer  Service  and  Technical  Support 

Intuit  provides  technical  support  and 
customer  service  by  telephone,  mail,  facsimile 
and  modem. 

Telephone  support  centers  are  located  in 
Tucson  (AZ),  Rio  Rancho  (NM),  Hiawatha  (IA) 
and  Fredericksburg  (VA). 


Clients 

Intuit’s  clients  consist  of  individual  PC  users, 
professionals  and  project-  and  client-based 
small  businesses. 

Marketing  and  Sales 

Intuit’s  products  are  sold  through  distributors 
and  retailers,  by  direct  sales  to  new  and 
renewal  customers,  and  to  OEMs. 

All  of  the  company’s  professional  tax  and 
supplies  products,  and  approximately  50%  of 
its  personal  tax  software  products,  are  sold 
directly  by  Intuit  to  end  users.  Intuit  uses 
direct-response  advertising  in  computer 
magazines,  selected  general-interest 
magazines  and  newspapers  and  targeted 
direct-mail  solicitations. 

• All  Parsons  sales  are  made  through  direct- 
mail  catalogs. 

• Intuit  believes  that  the  direct  sales  channel 
is  an  efficient  vehicle  for  developing  repeat 
customers  for  new  products  and  upgrades. 

In  North  America,  Intuit  also  sells  to  retailers 
such  as  Egghead,  Sam's,  Price  Costco  and  Best 
Buy.  These  sales  are  made  by  Intuit  directly 
and  through  distributors,  including  Ingram 
and  Merisel. 

• Sales  to  Ingram  accounted  for  12%  of  the 
company’s  revenue  in  fiscal  1995. 

• Sales  to  Merisel  accounted  for  17%  of 
revenue  during  fiscal  1995. 

From  time  to  time,  Intuit  has  bundled 
products  with  other  hardware  and  software 
manufacturers  in  OEM  arrangements.  These 
bundles  have  been  mainly  for  special  editions 
of  Quicken  for  Windows  that  have  more 
limited  feature  sets  than  the  standard  version. 
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Alliances 

In  November  1995,  Intuit  announced  a 
strategic  alliance  with  America  Online  (AOL) 
to  jointly  provide  electronic  banking  to  AOL 
members  during  1996.  In  addition,  Intuit  is 
revamping  its  on-line  area  on  AOL  and  will 
include  links  to  its  Internet  Web  site  (the 
Quicken  Financial  Network).  AOL  will  make 
Intuit  software  products  available  for  sale  on 
AOL  and  both  companies  will  sponsor  joint 
promotions. 

Since  October  1995,  Intuit  has  delivered 
electronic  banking  to  customers  of  22 
participating  financial  institutions  via 
Quicken.  Intuit’s  financial  partners  include: 
American  Express,  Bank  of  Boston,  Centura 
Bank,  Chemical  Bank.  Chase  Manhattan 
Bank,  Compass  Bank,  CoreStates  Bank. 
Crestar  Bank.  First  National  Bank  of  Chicago, 
First  Interstate  Bank,  Home  Savings  of 
America,  M&T  Bank.  Marquette  Banks, 
Michigan  National  Bank,  Sanwa  Bank  of 
California,  SunTrust  Bank,  Smith  Barney, 
Texas  Commerce  Bank.  Union  Bank.  U.S. 
Bank,  and  Wells  Fargo  Bank. 

In  late  1995,  Intuit  entered  into  a strategic 
partnership  with  Franklin  Electronics,  Inc.  to 
provide  the  low-cost  Pocket  Quicken  on 
BOOKMAN  to  consumers. 


Competition 

Intuit’s  competitors,  by  market,  include: 

• Personal  finance  software  products  and 
services  and  personal  tax  software 
products — Microsoft,  MECA  Software,  Inc., 
Computer  Associates  International,  Inc., 
Novell,  H&R  Block.  Peachtree  Computing, 
New  England  Business  systems,  Visa 
International,  Inc.,  Citibank,  Fidelity 
Investments,  BestWare,  Sage,  stock  update 
services  from  ValueLine  and  Charles 
Schwab,  and  various  on-line  services  such  as 
Prodigy 

• Professional  tax  preparation — Lacerte 
Software  Corporation,  UTS,  SCS/Compute, 
Drake,  Taasc,  Creative  Solutions,  Pencil 
Pushers,  Inc.,  and  Commerce  Clearing 
House/Computax 

• Supplies  products — business  forms 
companies  such  as  Deluxe  Business 
Systems,  NEBS,  and  Moore  Business  Forms 

• Automated  financial  services — larger 
financial  service  providers,  banks  and 
investment  firms,  including  American 
Express,  Visa,  Citibank,  Fidelity 
Investments,  and  H&R  Block,  and  stock 
update  services  from  ValuLine  and  Charles 
Schwab 
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ISM  Information  Systems 
Management  Corporation 


Chairman  & CEO:  J.  Gordon  Garrett 

One  Research  Drive 
Regina,  Saskatchewan 
Canada  S4S7H1 

Phone:  (306)781-5151 

Fax:  ’ (306)781-5382 


INFORMATION 
SYSTEMS  MANAGEMENT 
CORPORATION 


Status:  Public 

Employees:  3,400 

Revenue:  $ 435,407,000  * 

Fiscal  Year  End:  12/31/93 

• $ Canadian 

Key  Points 

• In  1993,  revenue  increased  15%  over  1992 
revenue. 

• During  1993,  ISM  signed  one  of  the  largest 
outsourcing  agreements  ever,  agreeing  to 
manage  the  information  processing  operations 
of  the  National  Bank  of  Canada.  The  10-year 
contract  is  valued  at  approximately  $1  billion. 


• In  1993,  ISM  announced  Symphonies™,  the 
industry's  first  comprehensive  set  of  systems 
management  services  for  mixed-platform, 
distributed  computing  environments.  Tools  and 
services  are  organized  into  five  groups: 
business  management,  configuration 
management,  delivery  management/systems 
operations,  problem  management  and  quality 
management. 

• ISM  expanded  into  Atlantic  Canada  with  a new 
partnership  with  New  Brunswick  Telephone 
Company  and  Blue  Cross  of  Atlantic  Canada. 
The  company — Datacor/ISM  Information 
Systems  Management  Atlantic  Corp. — is  ISM's 
newest  affiliated  company. 
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• In  1993,  12%  of  ISM's  revenue  came  from 
function  management  services,  which  involve 
the  outsourcing  of  broad-based  business  and 
administrative  functions. 

Company  Description 

ISM  Information  Systems  Management 
Corporation  (ISM)  is  Canada's  leading  provider 
of  information  systems  outsourcing  services  to 
business  and  government. 

The  company  was  formed  in  1991  with  the 
merger  of  STM  Systems  Corp.  of  Toronto  and 
Westbridge  Computer  Corporation  of  Regina. 

Strategy 

ISM  helps  its  customers  succeed  by  taking 
responsibility  for  their  information  systems  and 
allowing  them  to  focus  their  attention  and 
financial  resources  on  their  core  business. 

Through  outsourcing,  ISM  provides  its  customers 
with  a cost-effective  way  to  take  advantage  of  a 
nationwide  computing  infrastructure,  extensive 
technical  resources  and  industry-specific  expertise 
without  the  need  to  maintain  these  capabilities 
themselves. 

ISM  expects  continued  growth  to  come  from  the 
expansion  and  renewal  of  current  outsourcing 
contracts  as  well  as  from  the  signing  of  significant 
new  agreements.  Because  the  company  typically 
acquires  its  customers'  computing  infrastructure 
and  technical  personnel  as  part  of  the  outsourcing 
agreement,  ISM  anticipates  that  its  expanding 
capabilities  and  resources  will  attract  a growing 
variety  of  customers. 

Organization/Structure 

ISM  is  organized  primarily  by  geographic  region, 
with  several  business  units  dedicated  to  vertical 
markets  that  span  all  regions. 


• ISM's  cross-Canada  presence  includes  business 
units  with  offices  and  computing  centers  in 
British  Columbia,  Alberta,  Saskatchewan, 
Manitoba,  Ontario,  Quebec,  and  New 
Brunswick. 

• ISM's  vertical  market  business  units  include: 
ISM  Federal  (Government),  ISM  Securities 
Industry  Services  and  ISM  Library  Information 
Services. 

ISM  Offices 

ISM  Saskatchewan  has  headquarters  in  Regina, 
Saskatchewan.  It  has  400  employees  and  is 
expected  to  contribute  $60  million  in  revenue  in 
1994. 

ISM  Manitoba,  headquartered  in  Winnipeg,  has 
330  employees  and  is  expected  to  generate  1994 
revenue  of  $50  million.  Its  subsidiary — ISM 
Library  Information  Services — is  expected  to 
contribute  $1 1 million  in  1994  revenues. 

ISM  Ontario,  headquartered  in  Toronto,  employs 
470  people  and  is  expected  to  generate  more  than 
$70  million  in  1994. 

ISM  Securities  Industry  Services,  also 
headquartered  in  Toronto,  employs  190  people 
and  is  expected  to  generate  1994  revenue  of  $40 
million. 

ISM  Federal  has  its  headquarters  and  two  large 
computing  centers  in  Ottawa.  It  employs  580 
people  and  expects  revenues  in  1994  to  exceed 
$70  million. 

ISM  Quebec,  headquartered  in  Montreal,  recently 
was  awarded  one  of  the  largest  outsourcing 
contracts  in  history  — a 10-year  contract  valued 
at  approximately  $1  billion  with  the  National 
Bank  of  Canada.  The  business  unit  has  400 
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employees  and  is  expected  to  generate  revenues 
of  $80  million  in  1994. 

Affiliated  Companies 

ISM  BC,  jointly  owned  by  ISM  and  B.C.  Tel, 
offers  systems  management  and  systems 
operations  services  to  utilities  and  other 
organizations.  Its  headquarters  are  located  in 
Vancouver  and  it  has  more  than  350  employees. 
ISM  estimates  that  ISM  BC's  1994  revenue  will 
exceed  $90  million. 

ISM  Alberta  is  a strategic  partnership  between 
ISM  and  the  TELUS  Corporation.  This 
partnership  combines  ISM's  outsourcing  and 
computing  expertise  with  the  telecommunications 
expertise  of  TELUS.  ISM  Alberta  employs  200 
people  and  has  its  headquarters  in  Calgary.  It  is 
expected  to  generate  revenue  in  excess  of  $60 
million  in  1994. 

Datacor/ISM  Atlantic  is  a partnership  between 
ISM,  Blue  Cross  of  Atlantic  Canada  and  The 
New  Brunswick  Telephone  Company.  It  provides 
systems  and  network  (LAN  and  WAN) 
management  services.  The  company  also  operates 
value-added  networks,  including  NB*NET, 
CLAIMNET,  and  CMS.  The  company's 
headquarters  are  in  Moncton  and  it  employs  90 
people.  1994  revenues  are  expected  to  reach  $28 
million. 

Financials 

In  1993,  total  revenue  for  ISM  was  $435.4 
million,  an  increase  of  15%  over  1992  revenue  of 
$378.9  million.  Net  income  after  taxes  was  $8.2 
million  ($0.40  per  share),  compared  to  $507,000 
($0.03  per  share)  in  1992. 

During  1993,  approximately  78%  of  ISM's 
revenue  was  derived  from  systems  operations. 


10%  from  system  integration  services,  and  12% 
from  function  management  services. 

Interim  Results — ISM  recorded  first  quarter  1994 
revenues  of  $111.1  million.  This  represents  an 
increase  of  7%  over  the  first  quarter  of  1993 
when  adjusted  for  the  exclusion  of  revenues  from 
the  resale  of  voice  and  data  lines,  a business 
which  ISM  exited  in  1 993 . Net  income  for  the 
quarter  was  $2.9  million,  or  $0. 14  per  share,  an 
improvement  of  more  than  80%  over  the  first 
quarter  of  1 993 . 

Market  Financials 

Approximately  70%  of  ISM's  1993  revenue  is 
derived  from  Canadian  federal  and  provincial 
governments  and  utilities.  The  remaining  30%  is 
derived  from  Canadian  and  international  clients  in 
various  industries,  including  manufacturing, 
telecommunications,  retail  and  wholesale  trade, 
finance  and  banking,  securities  and  medical 
services. 

Divestitures 

ISM  divested  itself  of  business  operations 
concerned  with  the  resale  of  voice  and  data 
communications  lines  in  1993. 

Key  Products  and  Services 

ISM  is  engaged  in  the  following  business 
segments: 

• Systems  Operations — includes  a range  of 
services,  from  running  a client's  on-site 
computer  facility  to  complete  system 
management  on  ISM's  premises.  ISM  performs 
most  systems  management  for  its  customers  at 
one  or  more  of  its  nine  computing  centers 
across  Canada.  ISM  computing  centers 
incorporate  a comprehensive  range  of 
computing  platforms  and  operating 
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environments,  with  aggregate  performance 
capabilities  exceeding  4,000  MIPS. 

• Network  Management — includes  the  planning, 
management  and  maintenance  of  in-place 
customer  networks  (local  and  wide-area)  and 
linking  customers  to  ISM's  computer  centers. 
ISM  also  offers  an  array  of  network  design  and 
operational  services. 

• Systems  Integration — includes  planning, 
acquisition,  implementation  and  integration  of 
hardware,  software,  network  components  and 
professional  services  in  support  of  a "total 
solution." 

• Function  Management — extends  the 
outsourcing  arrangement  beyond  information 
systems  management  to  the  full  range  of 
services  required  to  perform  an  entire  business 
function.  Integrates  staffing,  administration, 
data  processing,  communications, 
printing/mailing/distribution  and  other  services 
that  are  typically  aligned  with  information 
systems  management  functions.  Examples 
include  customer  service,  customer  support, 
invoicing,  billing  and  claims  management. 

• Client/Server — provides  clients  with 
comprehensive  management  of  client/server 
networks  and  distributed  processing 
environments,  along  with  assistance  in 
migrating  or  implementing  new  applications 
into  the  client/server  environment. 

ISM  also  offers  services  in  the  following  areas: 

• Imaging — includes  data  capture,  high-speed 
electronic  printing,  mailing  and  distribution 
services  for  applications  such  as  billing,  on- 
demand  publishing  or  invoice  processing.  ISM 
imaging  services  are  provided  through  an 
integrated  facility  in  Mississauga,  Ontario,  that 


is  linked  to  ISM  computer  centers  across  the 
country. 

• Midrange  Services — ISM  Midrange  Services 
provide  outsourcing  solutions  for  customers 
whose  businesses  operate  on  standalone  or 
networked  midrange  systems.  The  business 
unit  provides  a full  suite  of  service 
offerings — from  systems  operations  and 
network  management  to  function 
management — and  manages  multiple 
architectures  including  IBM  AS/400,  Tandem, 
DEC,  STRATUS  and  Hewlett-Packard. 

• Securities  Industry  Services — offers  a wide 
range  of  application  services  to  Canada's 
leading  securities  dealers,  brokerage  firms  and 
the  treasury  departments  of  major  Canadian 
banks.  Its  primary  services  include: 

- Back-office  accounting  and  trade  processing 
systems 

- Order  Management  System,  for  matching  buy 
and  sell  orders,  routing  them  to  the  floor  of 
the  exchange,  and  confirming  order 
execution. 

- Message  Switch  Service,  for  efficient 
communications  between  brokers'  branch 
offices 

- Principal  Trading  System,  an  automated 
trading  system  to  support  the  trading  of  debt 
instruments 

- Custom  Software  Development,  such  as  the 
design,  development  and  implementation  of 
the  Bond  Futures  Trading  System  for  SIA  in 
Milan  (Italy) 

• Library  Information  Sennces — the  preeminent 
provider  of  automated  systems  and  services  to 
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libraries  in  Canada,  Japan,  Korea  and  Taiwan. 
LIS  manages  a 60  million-record  bibliographic 
data  base  from  the  National  Library  of  Canada, 
the  U.S.  Library  of  Congress,  the  British 
Library,  the  National  Libraries  of  Japan, 
Australia,  and  New  Zealand  and  the 
Bibliotheque  Nationale  du  Quebec  for  use  by 
university,  public,  government  and  corporate 
libraries  throughout  the  world. 

• Educational  and  Occupational  Services — ISM 
distributes  CHOICES,  a family  of  software 
packages  used  in  high  schools  to  help  students 
decide  which  careers  to  follow.  The  software  is 
used  in  Canada,  the  U.S.  and  Europe. 

Computer  Hardware  and  Software 

ISM  has  nine  computing  centers  in  Vancouver, 
Edmonton,  Calgary,  Regina,  Winnipeg,  Toronto, 
Ottawa,  Montreal  and  Moncton  with  systems 
from  IBM,  Hitachi,  Amdahl,  DEC,  Tandem, 
Unisys,  HP  and  Wang  installed. 

ISM  also  provides  support  for  a range  of 
operating  systems  and  applications  software. 

Clients 

ISM-BC's  expanding  client  portfolio  includes 
utilities,  resource  companies,  and  major  retailers 
in  the  province. 

• ISM-BC  manages  all  mainframe-based 
processing  and  data  communications  services 
for  B.C.  TEL.  Other  customers  include  the 
Overwaitea  Food  Group,  BC  Gas  and  the 
APTC  consortium  of  cellular  companies. 

ISM  Alberta  customers  include  a variety  of 
corporations  including  AGT,  Ltd.  and  Mark's 
Work  Wearhouse,  as  well  as  a number  of 
companies  in  the  oil  and  gas  utilities  market. 


• ISM  Alberta  manages  client/server  networks 
for  Alberta  Municipal  Affairs  using 
Symphonies;  helps  to  manage  Stentor's  long- 
distance calling  card  service;  and  operates 
Shell's  company-wide  PROFS  electronic  mail 
system. 

ISM  Saskatchewan  customers  include 
SaskPOWER,  the  provincial  power  authority  in 
Saskatchewan;  SaskTel,  the  provincial 
telecommunications  company;  and  a variety  of 
corporations. 

• ISM  recently  extended  its  partnership  with 
SaskTel  to  manage  the  telephone  company's 
network,  prepare  bills  and  provide  other 
services.  The  company  also  developed  and 
helped  to  implement  a cost-saving  Health 
Services  card  renewal  system  for  Saskatchewan 
Health. 

ISM  Manitoba  clients  include  The  Canadian 
Wheat  Board,  Manitoba  Telephone  System, 
Manitoba  Hydro,  Manitoba  Public  Insurance 
Corporation,  the  Workers'  Compensation  Board 
of  Manitoba,  the  Manitoba  Health  Services 
Commission  and  various  hospitals  and  Manitoba 
government  departments. 

• In  1993,  Kleysen  Transport  Ltd.  and  the 
Freshwater  Fish  Marketing  Corporation  also 
selected  ISM  as  a partner  to  provide  a wide 
range  of  information  technology  support. 

ISM  Ontario  clients  include  Citibank,  Consumers 
Distributing,  Granada  Canada,  Diners  Club,  The 
Personal  Insurance  Co.  of  Canada  and  Reuters. 

• ISM  is  helping  the  Globe  and  Mail  to  re- 
engineer several  processes  for  greater  efficiency 
and  is  responsible  for  processing  the 
newspaper's  advertising,  circulation,  personnel, 
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bookkeeping,  purchasing,  billing,  payables  and 
receivables. 

• ISM  is  helping  PHH,  a $2  billion  fleet  vehicle 
leasing  company,  to  maintain  and  enhance  its 
client/server  system  and  other  operations. 

ISM's  Midrange  group  is  using  its  cross- 
platform tools  and  expertise  to  bring  older 
applications  over  to  an  AS/400  server. 

ISM  Securities  Industry  Services  serves  brokers 
and  financial  institutions.  Customers  include 
Levesque  Beaubien  Geoffrion,  TD  Greenline  and 
the  Vienna  Stock  Exchange. 

• First  Marathon  Securities  Ltd.  selected  SIS  to 
implement  a new  order  management  system  for 
the  retail  sales  force  at  its  discount  broker. 
Marathon  Brokerage. 

• ISM  worked  with  TD  Greenline  to  implement 
MicroMax,  Canada's  first  24-hour  on-line 
discount  brokerage  system  available  directly  to 
customers  via  PC. 

ISM  Federal  serves  more  than  a dozen  Federal 
government  clients,  including  Revenue 
Canada — Customs  and  Excise,  the  Department  of 
National  Defense,  Employment  and  Immigration 
Canada,  Agriculture  Canada,  Communications 
Canada,  Health  and  Welfare  Canada  and  agencies 
such  as  the  Canadian  International  Development 
Agency. 

• ISM  implemented  and  manages  the  innovative 
Open  Bidding  Services  (OBS)  system  for 
Supply  and  Services  Canada  (SSC),  the  agency 
responsible  for  Federal  government 
procurement.  The  OBS  system  provides 
companies  who  wish  to  bid  on  government 
contracts  with  on-line  access  to  RFPs  and 
complete  bidding  documentation.  Users  may 
also  order  hardcopy  of  this  material  on-line,  if 


desired.  As  part  of  its  agreement,  ISM  handles 
the  printing  and  distribution  of  this  material  to 
the  prospective  bidder.  ISM  has  helped  SSC  to 
defray  the  taxpayer  cost  of  operating  this 
system  by  charging  bidders  a fee  for  retrieved 
and  printed  documents. 

• INSIGHT  is  ISM's  on-line  information 
database,  which  provides  access  to  corporate 
data  supplied  by  the  Canadian  federal 
government  on  trademarks  and  patents, 
intercorporate  ownerships,  and  bankruptcies; 
data  on  Canadian  manufacturers;  and  data  for 
the  legal  community. 

• Southam  Business  Communications  is 
marketing  ISM's  on-line  INSIGHT  electronic 
information  service,  which  provides  subscribers 
access  to  federal  government  data  bases,  which 
are  based  on  ISM's  WISDOM  information 
retrieval  system. 

• ISM  Federal  also  serves  a number  of  private 
organizations,  such  as  Ottawa  General 
Hospital. 

Datacor/ISM  Atlantic  serves  customers  in  the 
private  and  public  sectors  with  systems 
operations  and  network  management  services. 

• Datacor/ISM  Atlantic  prepares  all  telephone 
and  power  bills  in  New  Brunswick  and  runs  an 
on-line  insurance  claim  network  in  conjunction 
with  Blue  Cross.  In  addition,  it  was  selected  to 
join  a consortium  that  will  study  and 
recommend  ways  to  overhaul  the  Medicare 
system  in  New  Brunswick. 

Alliances 

ISM  has  alliances  with  several  Canadian 
companies.  These  alliances  combine  ISM's 
strength  in  the  outsourcing  and  management  of 
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information  systems  with  the  varied  areas  of 
expertise  of  its  partners.  Among  ISM’s  alliance 
partners  are: 

• IBM  Canada — Canada's  largest  computer 
company — is  both  an  alliance  partner  and  51% 
owner  of  ISM  Information  Systems 
Management  Corporation. 


• TELUS  Corporation — the  telecommunications 
company — is  a partner  in  ISM  Alberta,  an  ISM- 
affiliated  company. 

• B.C.  Tel — The  British  Columbia  telephone 
company — is  a partner  in  ISM  (B.C.) 
Corporation. 


The  New  Brunswick  Telephone  Company  and 
Blue  Cross  of  Atlantic  Canada  are  partners  in 
Datacor/ISM  Information  Systems 
Management  Atlantic  Corp.,  an  ISM-affiliated 
company. 


• The  DMR  Group — a leading  Canadian 
technology  and  services  company — is  a partner 
in  several  ISM  contracts. 
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J.D.  Edwards  & Company 


President 

& CEO: 

C.  Edward  McVaney 

8055  East  Tufts  Avenue 

Denver,  CO  80237 

Phone: 

(303)  488-4000 

(800)  727-5333 

Fax: 

(303)  488-4678 

Internet: 

http://www.jdedwards.com 

JDEdwards 


Status:  Employee-Owned 

Employees:  2,806(10/96) 

Revenue:  $478,000,000 

Fiscal  Year  End:  10/31/96 


Key  Points 

• J.D.  Edwards  & Company  is  a leading 
developer  of  integrated  business 
applications  (financials,  manufacturing, 
distribution,  and  human  resources)  with 
strong  multinational  functionality. 

• The  company  has  enjoyed  compound 
revenue  growth  in  excess  of  50% 
throughout  its  20-year  history. 

• At  the  end  of  fiscal  1996,  the  company  had 
more  than  4,000  customers  in  90 


countries,  with  53%  of  its  customers  from 
outside  the  U.S.  In  fiscal  1996,  64%  of 
revenue  was  derived  from  new  accounts. 

• J.D.  Edwards  traditionally  focused  on  the 
IBM  AS/400.  The  company’s  newest 
application  suite — OneWorld — is  available 
on  HP  9000,  Digital  Alpha/NT  servers, 
select  Intel-based  NT  services,  as  well  as 
IBM  AS/400,  S/390,  and  RS/6000  systems. 

• In  October  1996,  J.D.  Edwards  formed  an 
international  business  unit  to  focus  on 
public  service  target  markets,  including 
federal,  state,  and  local  governments; 
electric,  water/sewer,  and  gas  utilities;  and 
kindergarten  through  12th  grade  school 
districts. 
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Company  Description 

J.D.  Edwards,  founded  in  1977,  currently 
provides  cross-industry  and  industry- 
specific  applications  software  products  and 
professional  services  to  users  of  IBM 
AS/400,  S/390,  and  RS/6000,  HP  9000, 
Digital  Alpha,  and  Microsoft  NT  systems. 
Products  are  available  for  financial,  payroll 
and  human  resources,  manufacturing, 
distribution,  construction,  real  estate,  and 
government  (public  services). 

The  company  offers  three  enterprise-wide 
product  suites  for  larger  organizations  both 
within  the  public  and  private  sectors.  Each 
of  the  three  suites  contains  a full 
complement  of  financial,  manufacturing, 
payroll,  human  resources,  and  supply  chain 
functionality.  The  suites  are  differentiated 
by  technology: 

• WorldSoftware — a procedural,  host-centric 
architecture  running  on  the  AS/400 

• WorldVision — a thin  client  version  of 
WorldSoftware.  WorldVision  distributes  a 
Windows  3.1  presentation  on  the  desktop, 
providing  a simplified  point-and-click 
interface. 

• OneWorld — OneWorld  introduces 
Configurable  Network  Computing™,  a 
distributed  object  architecture.  OneWorld 
is  a rules-driven,  network-oriented 
environment  that  runs  on  NT,  UNIX, 
OS/400,  and  S/390  MVS  platforms 
connected  via  a TCP/IP  network. 

OneWorld  applications  can  run  either  in 
client/server  mode  (using  a Windows  95  or 
NT  client)  or  in  a network  browser  mode 
(HTML/Java  applications  presented  in  a 
browser. 

J.D.  Edwards  also  offers  the  Genesis 
product  suite,  a prepackaged  enterprise 
solution  for  smaller  private  and  public 


sector  organizations  (under  $100  million). 
The  Genesis  product  suite  represents  World 
Software  with  pre-packaged  templates  as 
well  as  tools,  based  on  WorldVision 
technology,  which  automate  the  installation 
and  training  process. 

In  addition  to  the  general  manufacturing 
and  supply  chain  market,  the  company 
provides  specialized  software  and  services 
for  a variety  of  vertical  markets.  These 
include: 

• Public  sector — including  federal,  state, 
and  local  government  agencies,  education 
districts,  utilities,  not-for-profit 
organizations,  and  health  care 

• Architecture,  engineering  and 
construction,  real  estate,  and  mining 

• Energy  and  chemical  solutions — tailored 
for  manufacturers  and  distributors  of 
refined  fuels,  lubricants,  liquefied 
petroleum  gas,  and  chemicals 

• Fabricated  metal  products 

• Electronics  industry 

• Consumer  packaged  goods 

• Pharmaceuticals 

In  the  future,  J.D.  Edwards  expects  to 
target  additional  vertical  markets,  including 
specialized  subsegments  of  existing 
verticals.  As  an  example,  the  company  is 
studying  the  automotive  supply  industry — a 
subsegment  of  the  fabricated  metals 
vertical. 

J.D.  Edwards  is  an  employee-owned 
company  that  is  self-funded  and  has  no  bank 
debt. 
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Organization  and  Structure 

J.D.  Edwards  has  U.S.  area  headquarters 
offices  in  Secaucus  (NJ),  Chicago  (IL), 

Atlanta  (GA),  and  Costa  Mesa  (CA). 

The  company  also  has  18  satellite  offices 
across  North  America.  These  offices  are  in 
the  metropolitan  areas  of  Boston  (MA), 
Bellevue  (WA),  Cincinnati  and  Cleveland 
(OH),  Dallas  and  Houston  (TX),  Denver 
(CO),  Detroit  (MI),  Miami  (FL),  Minneapolis 
(MN),  New  York  (NY),  Norwalk  (VA), 
Philadelphia  (PA),  Phoenix  (AZ),  Pittsburgh 
(PA),  San  Francisco  (CA),  St.  Louis  (MO), 
and  Washington,  D.C. 

International  offices  are  located  in  Austria, 
Belgium,  Brazil,  Canada,  China,  England, 
France,  Germany,  Hong  Kong,  Italy,  Japan, 
Mexico,  Singapore,  South  Africa,  Sweden, 
and  Switzerland. 

J.D.  Edwards  also  has  affiliates  throughout 
Europe,  Asia,  Africa,  South  America,  and 
North  America. 

Company  Strategy 

J.D.  Edwards’  basic  strategy  is  to  take  its 
integrated,  multinational  suite  of  enterprise 
management  software  and: 

• Drive  it  more  deeply  into  specified 
verticals  such  as  those  previously  noted. 
This  involves  development  of  industry- 
oriented  templates,  best  practices 
implementations,  specialized  consulting 
and  training  services,  and  targeted 
marketing  programs. 

• Drive  it  more  broadly  by  incorporating 
additional  computing  platforms  (beyond 
the  traditional  AS/400  focus)  through  the 
Configurable  Network  Computing 
architecture.  The  OneWorld  product  suite 
has  now  achieved  general  availability  on 


four  different  operating  environments — 
UNIX,  NT,  OS/400,  and  MVS— allowing 
the  company  to  sell  effectively  to  a much 
broader  market. 

Within  the  private  sector,  the  company 
broadly  defines  its  market  space  to  include 
organization-wide  solutions  for  companies 
up  to  $2  billion  in  annual  revenue,  as  well  as 
divisions  or  units  of  larger  organizations. 
Within  the  public  sector,  its  market  includes 
all  federal,  state,  and  local  governments, 
plus  utilities  serving  more  than  100,000 
people,  education  districts  serving  more 
than  15,000  students,  and  large  not-for- 
profit  organizations.  Genesis  anchors  the 
low-end — organizations  up  to  $100  million 
in  revenue.  World,  WorldVision,  and 
OneWorld  are  focused  on  larger,  more 
decentralized,  and  more  internationalized 
entities. 

Within  this  broad  demographic  definition, 
J.D.  Edwards  targets  more  specific 
organizational  profiles,  In  particular,  the 
company  targets  organizations  that: 

• Are  changing  rapidly  and  require  a high 
degree  of  flexibility  in  their  software 
architecture  and  the  ability  to  change 
business  practices  quickly.  This  includes 
organizations  that  are  growing  rapidly, 
are  in  volatile  industries,  or  that  are 
focused  on  growth  by  acquisition. 

• Require  complex  manufacturing  processes, 
including  electronics,  pharmaceuticals, 
petroleum,  bulk  chemicals,  and 
construction 

• Employ  multiple  manufacturing  tactics 
simultaneously,  ranging  from  engineer-to- 
order  to  assemble-to-order 

• Require  both  discrete  and  process 
manufacturing  solutions 
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• Prefer  to  have  one  enterprise-wide 
management  solution  but  are  trying  to 
integrate  multiple  hardware  platforms 

• Want  to  use  Internet  (or  private  intranets 
and  extranets)  to  integrate  their  divisions 
and/or  their  supply  chains 

• Require  a Year  2000  solution 

• Require  a fast  startup  time;  J.D.  Edwards 
sells  strongly  on  its  structured 
implementation  methodology  that  focuses 
on  getting  customers  live  quickly 

• Require  multinational  functionality  and 
service 

Within  these  target  segments,  J.D.  Edwards 

further  positions  its  products  based  on 

customer  “personality:” 

• World,  WorldVision,  and  Genesis  are 
generally  most  appealing  to  technically 
conservative  customers  (customers  who 
want  a proven,  reliable,  and  stable 
computing  environment).  These 
customers  often  state  that  one  of  their 
goals  is  to  reduce  the  overall  cost  of 
computing. 

• OneWorld  is  generally  more  appealing  to 
technically  aggressive  customers  (those 
customers  who  want  to  be  at  or  near  the 
leading  edge  of  technology).  These 


customers  often  state  that  they  wish  to 
establish  a competitive  advantage  based 
on  information  technology. 

J.D.  Edwards  also  maintains  a coexistence 
architecture,  allowing  its  major  product 
suites  to  run  simultaneously  on  the  same 
hardware  or  in  the  same  network. 

• This  allows  customers  to  mix  the  various 
technologies  in  virtually  any  combination 
to  suit  their  particular  corporate 
personality. 

• The  coexistence  architecture  is  also  a main 
ingredient  of  the  J.D.  Edwards’  migration 
strategy  for  its  installed  base.  Customers 
can  continue  to  use  their  existing  J.D. 
Edwards  software  while  simultaneously 
incorporating  networked  and  object- 
oriented  technologies.  In  other  words, 
customers  can  maintain  and  enhance  a 
stable  base  while  incorporating  new 
technologies  at  their  own  pace. 

Financials 

J.D.  Edwards’  fiscal  1996  revenue  reached 
$478  million,  a 40%  increase  over  fiscal  1995 
revenue  of  $341  million. 

• The  company  has  operated  profitably  since 
its  inception. 

• A five-year  revenue  summary  follows: 


J.D.  Edwards  & Company 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year  (a) 

Item 

10/96 

10/95 

10/94 

10/93 

12/92 

Revenue 

$478.0 

$341.0 

$240.6 

$197.6 

$170.0 

• Percent  change  from 

previous  year 

40% 

42% 

22% 

(b) 

38% 

(a)  Beginning  in  1993,  J.D.  Edwards  changed  its  fiscal  year  from  December  31  to  October  31. 

(b)  Not  meaningful  due  to  the  change  in  the  fiscal  year  end. 
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Revenue  growth  for  1996  was  attributed  to 

the  following: 

• Increasing  recognition  of  the  company  as  a 
premier  supplier  of  enterprise-wide 
solutions — as  opposed  to  the  company’s 
traditional  image  as  a premier  supplier  of 
financial  applications 

• Continuing  market  shift  away  from  home- 
grown applications  and  towards  packaged 
applications.  This  trend  appears  to  be 
accelerating  due  to  the  Year  2000  issue. 

• Increasing  globalization — as  more 
companies  internationalize,  there  is 
increasing  demand  for  true  multinational 
application  functionality.  J.D.  Edwards  is 
strongly  positioned  in  this  arena. 

• Continued  strong  demand  for  the  company’s 
consulting  and  implementation  services 

• Changes  in  the  AS/400  competitive  mix. 

J.D.  Edwards  is  now  the  largest — and 


financially  strongest — of  the  traditional 
AS/400  application  suppliers.  The  company 
is  attracting  customers  from  other  AS/400 
vendors  that  are  financially  unstable. 

During  fiscal  1996,  international  revenue 
increased  32.8%  over  fiscal  1995  levels. 

Research  and  development  expenses  were 
approximately  $45.2  million  in  fiscal  1996, 
$33.9  million  in  fiscal  1995,  and  $21.1  million 
in  fiscal  1994. 

Revenue  Analysis  by  Product  / Service 
Approximately  58%  of  J.D.  Edwards’  1996 
revenue  was  derived  from  applications 
software  products  and  software  maintenance 
services,  and  42%  from  professional  services, 
including  consulting,  customization, 
implementation,  training,  and  publications. 

A three-year  summary  of  source  of  revenue 
follows: 


J.D.  Edwards  & Company 
Three-Year  Source  of  Revenue  Summary 
(S  Millions) 


Fiscal  Year 

10/96 

10/95 

10/94 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  products 

$180.3 

38% 

$134.0 

39% 

$109.5 

45% 

Software  maintenance 

97.0 

20% 

73.0 

22% 

40.4 

17% 

Support  services/training 

200.7 

42% 

134.0 

39% 

91.7 

38% 

Total 

$478.0 

100% 

$341 .0 

100% 

$240.6 

100% 
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Market  Financials 

A breakdown  of  J.D.  Edwards’  fiscal  1996 
revenue  by  industry  segment  follows: 


Industry 

Revenue 
($  Millions) 

Percent 
of  Total 

Manufacturing 

$274.4 

57.4% 

Distribution 

68.7 

14.4% 

Services/T  ransportation 

55.9 

11.7% 

General  business 

54.5 

1 1 .4% 

Public  services 

19.0 

4.0% 

Other 

5.5 

1.1% 

Total 

$478.0 

100.0% 

J.D.  Edwards  has  clients  in  fabricated  metals, 
chemical/rubber,  electronics,  packaged  goods, 
energy,  nonferrous  products,  transportation, 
paper,  construction,  government,  real 
estate/development,  textiles,  packaged  food 
and  beverage,  utilities,  services,  mining, 
education,  and  health  services. 

Geographic  Markets 

Approximately  65.1%  of  J.D.  Edwards’  fiscal 
1996  revenue  was  derived  from  the  U.S.,  22% 
from  Europe,  4%  from  the  Asia/Pacific  and  4% 
from  Latin  America. 


Industry 

Revenue 
($  Millions) 

Percent 
of  Total 

U.S. 

$311.2 

65.1% 

Europe 

98.9 

20.7% 

Asia/Pacific 

21.5 

4.5% 

Latin  America 

22.9 

4.8% 

Other 

23.5 

4.9% 

Total 

$478.0 

100.0% 

Employees 

As  of  October  31,  1996,  J.D.  Edwards  had 
approximately  2,800  employees,  compared  to 
2,150  employees  as  of  October  31,  1995,  and 

I, 600  at  the  end  of  1994. 

Key  Products  and  Services 

J. D.  Edwards’  integrated  applications 
software  products  are  available  for  IBM 
AS/400,  S/390,  and  RS/6000;  the  HP  9000; 
Digital’s  Alpha,  and  Microsoft  NT.  There  are 
currently  more  than  6,200  installations  for 
4,000+  clients  worldwide. 

• The  software  is  supported  in  21  languages. 

- Tier  1 (software  and  documentation 
translated):  Brazilian  Portuguese, 
simplified  Chinese,  English,  French, 
German,  Italian,  Japanese,  and  Spanish 

- Tier  2 (software  translated  only; 
documentation  translated  by  countries  as 
required):  traditional  Chinese,  Danish, 
Dutch,  Finnish,  Swedish,  Norwegian,  and 
Korean 

- Tier  3 (software  translated  by  business 
partners):  Arabic,  Czech,  Greek,  Polish, 
Russian,  Hungarian 

• J.D.  Edwards  also  offers  multiple  currency 
capabilities,  value-added  tax  features,  and 
other  multinational  functions  as  integral 
components  of  its  software  products. 

• J.D.  Edwards-developed  applications  are 
shown  in  Exhibit  A.  The  company’s 
solutions  are  integrated  with  software  from 
other  vendors  in  application  areas  listed  in 
Exhibit  B. 
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Exhibit  A 

J.D.  Edwards  Software  Products 


Application  Area/Product  Name 

Application  Area/Product  Name 

Financial 

Engineering,  Construction,  Real  Estate,  Mining 

- General  Ledger 

- Job  Cost  Accounting 

- Accounts  Payable 

- Equipment  Management 

- Accounts  Receivable 

- Contract  Management 

- Financial  Modeling  and  Budgeting 

- Contract  Billing 

- Address  Book/Electronic  Mail 

- Purchasing 

- Fixed  Assets 

- Work  Orders 

- Remote  Voucher  Entry 

- Engineering/Service  Billing 

- Currency  Conversion/Restatement 

- Project  Change  Management 

- Cash  Basis  Accounting 

- Equipment/Plant  Maintenance 

Human  Resources 

Public  Services 

- Human  Resources 

- Financial  Administration  and  Reporting 

- Payroll 

- Budget  Administration 

- Canadian  Payroll 

- Fund  and  Encumbrance  Accounting 

- Labor  Distribution 

- Grant  Management 

- Remote  Time  Entry 

- Purchasing  and  Materials  Management 

- Training  and  Development 

- Warehousing  and  Central  Stores  Management 

- Human  Resources  Management 

Reporting  Tools 

- Service  and  Work  Order  Management 

- DREAM  Writer 

- Capital  Project  and  Construction  Management 

- Financial  Reporting  (FASTR) 

- Contract  Management 

- World  Writer 

- Plant,  Equipment,  and  Fleet  Maintenance 

Distribution/Logistics 

Manufacturing 

- Distribution  & Logistics 

- Engineering  Change  Management 

- Sales  Order  Management 

- Product  Data  Management 

- Configuration  Management 

- Shop  Floor  Control 

- Inventory  Management 

- Master  Production  Scheduling 

- Advanced  Warehouse  Management 

- Material  Requirements  Planning 

- Forecasting 

- Capacity  Requirements  Planning 

- Distribution  Requirements  Planning 

- Forecasting 

- Purchase  Order  Processing 

- Configuration  Management 

- Electronic  Data  Interchange 

- Enterprise  Facility  Planning 

- Radio  Frequency/Hand  Held  Data  Collection 

- Sales  Analysis 

- Transportation  Management 

Energy  and  Chemical  Solutions  (ECS) 

- Advanced  Pricing 

- Bulk  Stock  Management 

- Advanced  Stock  Valuation 

- Agreement  Management 

- Load  and  Delivery  Management 

- Maintenance  Management 

J.D.  Edwards  & Company 
May  1997 
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Exhibit  B 

Application  Areas  for  Third-Party  Products 


Application  Area/Product  Name 

Complementary  Products 

- Bar  Coding/Data  Collection 

- Connectivity/Networking  Solutions 

- Distributed  Data  Processing 

- Document  Imaging 

- Document/Report  Management 

- Electronic  Data  Interchange 

- Enterprise  Information  Systems  (EIS) 

- Facsimile 

- File  Management 

- Finite  Capacity  Planning 

- Forms  Management 

- Fluman  Resources  Management  Products 

- Lease  Management 

- PC  Connectivity 

- Source  Code  Control 

- Taxes 

- Travel  Expense  Management 


Product  introductions/enhancements  recently 
announced  include  the  following: 

• In  January  1997,  J.D.  Edwards  announced 
with  IBM  the  formation  of  a joint 
competency  center  designed  to  support 
customers  running  OneWorld  applications 
on  IBM’s  AS/400,  RS/6000,  and  S/390 
platforms. 


- Availability  in  Internet  browser  mode — 
OneWorld  applications  can  now  be 
delivered  not  only  to  Windows  95  and 
Windows  NT  clients,  but  to  any  browser 
enabled  desktop  via  a TCP/IP  network. 
This  significantly  expands  an 
organization’s  ability  to  deliver  its 
enterprise  applications  to  employees, 
customers,  and  suppliers. 


• In  December  1996,  the  company  announced 
a new  release  of  OneWorld  with  expanded 
business  functionality  and: 


• In  October  1996,  J.D.  Edwards  announced 
general  availability  of  OneWorld  on  S/390 
servers. 


- Availability  in  seven  languages — English, 
French,  Italian,  German,  Spanish, 
Portuguese,  and  Japanese 


• In  October  1996,  the  company  announced 
significant  enhancements  to  its  Energy  and 
Chemical  Solutions  (ECS)  software,  allowing 
users  to  value  stock  using  concurrent 
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valuation  methods  at  multiple  reporting 
levels,  monitor  LPG  container  circulation 
including  deposits  and  rentals,  and  to  more 
accurately,  monitor  agreement  balances. 

• In  September  1996,  J.D.  Edwards 
announced  a strategic  relationship  with 
Oracle  allowing  the  OneWorld  applications 
to  run  on  the  Oracle7  database  platform. 

• In  August  1996,  the  company  announced 
general  availability  of  OneWorld  in  the  U.S. 
on  AS/400,  RS/6000,  HP  9000,  and  Digital 
Alpha/NT  servers  coupled  with  Windows  NT 
or  Windows  95  clients. 

Clients 

J.D.  Edwards  currently  has  more  than  4,000 
clients  worldwide. 

J.D.  Edwards  added  623  new  clients  during 
1996,  including  Dole  Food  Co.,  Duracell, 
American  Waterworks,  Shell  Oil/Lubricants, 
Baxter  Health  Care,  Manchester  Airport 
(U.K.),  and  the  city  of  Independence  (MO). 

Marketing  and  Sales 

In  North  America  and  internationally,  J.D. 
Edwards  markets  its  products  through  its 
direct  sales  force  and  through  a network  of 
234  fully  certified  business  partners. 

Alliances 

J.D.  Edwards  has  234  business  partners 
worldwide. 

J.D.  Edwards  has  been  an  IBM  Premier 
Business  Partner  since  IBM  introduced  that 
designation  and  in  August  1994  announced  its 
participation  in  the  IBM  Market  Development 
Program. 

Examples  of  recent  partnerships/alliances 
include  the  following: 


• J.D.  Edwards  has  a worldwide  business  and 
technical  relationship  with  Microsoft  for 
providing  enterprise-wide  applications  using 
the  Microsoft  Windows  NT  Server.  J.D. 
Edwards  has  chosen  the  Windows  NT 
platform  as  a strategic  development 
environment  as  the  company  generates  its 
suite  of  financial,  manufacturing,  and 
distribution  software  for  the  client/server 
environment.  Furthermore,  J.D.  Edwards 
has  chosen  Microsoft  SQL  Server  database 
as  a database  for  its  applications. 

• J.D.  Edwards  has  partnered  with  Digital 
Equipment  Corporation  as  one  of  its  three 
primary  hardware  vendors  for  OneWorld. 
OneWorld  operates  on  the  Digital  Alpha  and 
Intel  Servers  with  the  Windows  NT 
operating  system  and  Oracle  or  SQL  Server 
databases.  Digital  was  chosen  because  of  its 
network  services  organization,  its  dual 
platform  strategy  which  scales  from  Intel  to 
Alpha,  and  its  worldwide  network  of  NT 
professionals. 

• J.D.  Edwards  also  has  cooperative 
marketing  and  support  relationships  with 
various  Big  6 consulting  firms  such  as  Ernst 
& Young,  Andersen  Consulting,  and 
KPMG/Peat  Marwick.  These  firms  have 
teamed  with  J.D.  Edwards  to  provide 
mutual  customer  project  management, 
business  process  reengineering,  training, 
and  documentation  support. 

Competition 

J.D.  Edwards’  primary  competitors  include 
SAP,  System  Software  Associates,  Oracle, 
Baan,  and  PeopleSoft. 
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Assessment 

J.D.  Edwards  considers  its  strengths  to 

include: 

• Customer  orientation — With  high  customer 
satisfaction  ratings 

• Application  breadth — A true  ERP  solution 
for  a range  of  industries  and  selected  public 
sector  organizations 

• Commitment  to  on-time  / on-budget 
implementation — A record  of  short  time-to- 
benefit  implementation 

• Architecture — An  open  event/object-based 
network  centric  solution  that  is  scaleable 
from  laptop  to  S/390 

• Viability — A debt-free,  financially  sound, 
employee-owned  company  that  has 


demonstrated  significant  and  continuous 
growth  for  twenty  years 

• Worldwide  operations — Installed  base  of 
customers  in  more  than  90  countries 
serviced  by  worldwide  sales  and  support 
organizations 

J.D.  Edwards’  challenges  include: 

• Managing  resources  to  support  continued 
revenue  growth  which  has  averaged  almost 
40%  per  year  over  the  last  five  years 

• Maintaining  a high  level  of  customer 
satisfaction  while  moving  into  the  open 
systems  arena 

• Raising  market  recognition  in  the  highly 
competitive  packaged  business  solutions 
marketplace 
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President:  Michael  R.  Wallace 

663  Highway  60 
P.O.  Box  807 
Monett,  MO  65708 

Phone:  (417)  235-6652 

Fax:  (417)235-8406 


Status:  Public 

Employees:  295  (8/95) 

Revenue:  $46,124,000 

Fiscal  Year  End:  6/30/95 


Key  Points 

• Jack  Henry  & Associates  (JHA)  provides 
integrated  systems  and  ATM  networking 
products  for  commercial  banks  and  other 
financial  institutions.  The  company  claims 
to  be  the  largest  reseller  of  IBM  hardware  to 
the  financial  institution  market,  with  an 
installed  base  of  1,240  customers. 

• In  mid-1995,  JHA  significantly  expanded  its 
banking  software  and  services  business  with 
the  acquisition  of  Broadway  & Seymour’s 
community  banking  business  (Liberty 


system)  and  the  SECTOR  banking  software 
business  unit  of  Nationar. 

• The  company  has  entered  the  ATM  servicing 
market  with  two  acquisitions — CommLink 
in  July  1994  and  Central  Interchange  in 
September  1995. 

• In  January  1995,  JHA  announced  a 
technical  services  and  marketing  alliance 
with  IBM  ISSC  whereby  ISSC  will  use  JHA’s 
Silverlake  Software  application  to  provide 
banks  with  outsourcing  and  systems 
integration  services. 

• In  February  1995,  JHA  restructured  its 
BankVision  international  banking  software 
subsidiary  due  to  poor  financial 
performance. 
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Company  Description 

JHA,  founded  in  1976,  provides  integrated 
(turnkey)  systems,  ATM  networking  products 
and  associated  support  services  to  banks  and 
other  financial  institutions.  The  company 
markets  and  supports  its  systems  throughout 
the  U.S.  and  overseas  and  has  more  than 
1,240  customers  worldwide. 

Its  proprietary  applications  software,  which 
operates  on  IBM  midrange  computers,  is 
offered  under  two  systems:  CIF20/20™, 
typically  for  banks  with  less  than  $200  million 
in  assets,  and  the  Silverlake  System®  for 
banks  with  assets  of  $100  million  to  $10 
billion. 

JHA  also  has  a license  agreement  with  a data 
service  center  headquartered  in  Franklin 
(TN),  whereby  processing  services  using  JHA 
software  products  are  marketed  to  banks  in 
Tennessee,  southern  Kentucky  and  northern 
Alabama. 

Organization  and  Structure 

JHA  has  the  following  subsidiaries/divisions: 

• Jack  Henry  International,  Ltd.  (JHI) 
markets  JHA’s  U.S.  products  outside  the 
U.S. 

• BankVision  Software  Ltd.  markets 
international  banking  products  outside  the 
U.S.  BankVision’s  operations  were  relocated 
from  Colorado  to  JHA  headquarters  in 
Monett  (MO)  during  1995. 

• CommLink  Corp.,  headquartered  in 
Houston,  markets  ATM  switching  products 
and  services. 

• Central  Exchange,  Inc.,  headquartered  in 
Kansas  City  (MO),  markets  ATM  network 
servicing. 


• Liberty  Software,  Inc.,  headquartered  in 
Charlotte  (NC),  markets  Liberty  software 
and  service  bureau  processing  to  community 
banks  and  provides  forms  and  supplies  to 
financial  institutions.  Liberty  has  additional 
locations  in  St.  Paul  (MN)  and  Houston  (TX). 

• JHA  also  has  a division  that  develops, 
markets,  installs  and  supports  check 
imaging  systems  for  banks  and  other 
financial  institutions. 

• Silverlake  System  Sdn  Bhd,  a 25%-owned 
venture,  markets,  installs  and  supports  the 
Asia/Pacific  version  of  the  Silverlake 
System. 

Company  Strategy 

JHA  built  its  business  by  understanding 
community  banking  operations  and  developing 
applications  and  related  products  to  facilitate 
them. 

JHA  continues  to  build  a loyal  customer  base 
by  fostering  long-term  relationships  and 
responding  promptly  to  customers’  changing 
needs.  The  company’s  strategy  includes: 

• Specializing  in  the  IS  needs  of  commercial 
banks  with  assets  under  $10  billion 

• Providing  quality  products  and  strong 
support 

• Continually  enhancing  products,  taking  into 
account  user  group  and  customer 
suggestions,  and  changing  bank  regulations 

• Upgrading  many  of  its  CIF  customers  from 
IBM  System  3X  systems  to  the  IBM  AS/400 

• Developing  new  products,  including  a 
software  package  for  ATMs,  a loan-servicing 
package  and  a rewrite  of  the  Silverlake 
general  ledger  package 
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JHA  also  plans  to  expand  its  share  of  the 
banking  market  through  internal  growth, 
selective  acquisitions  and  strategic  alliances. 

Financials 

JHA’s  fiscal  1995  revenue  was  $46.1  million,  a 
20%  increase  over  fiscal  1994  revenue  of  $38.4 


million.  Net  income  rose  24%,  from  $6.3 
million  in  fiscal  1994  to  $7.8  million  in  fiscal 
1995. 

A five-year  financial  summary  follows: 


Jack  Henry  & Associates,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revenue 

$46.1 

$38.4 

$32.6 

$23.9 

$20.7 

• Percent  change  from 
previous  year 

20% 

18% 

36% 

15% 

36% 

Income  before  taxes 

$12.6 

$9.9 

$7.9 

$6.1 

$3.5 

• Percent  change  from 
previous  year 

27% 

25% 

30% 

74% 

119% 

Net  income 

$7.8 

$6.3 

$6.3 

$4.0 

$2.2 

• Percent  change  from 
previous  year 

24% 

— 

(a) 

58% 

(a) 

82% 

540% 

Earnings  per  share 

$0.66 

$0.52 

$0.54 

$0.36 

$0.20 

• Percent  change  from 
previous  year 

27% 

(4%) 

50% 

80% 

81% 

(a)  Includes  extraordinary  income  of  $886,000  in  fiscal  1993  associated  with  the  settlement  of  certain  litigation 
with  Unisys.  Also  includes  income  of  $1 01 ,000  in  fiscal  1993  and  $67,000  in  fiscal  1992  from  discontinued 
operations  associated  with  FinSer  Capital  Corporation,  JHA’s  brokerage/financial  services  and  trust 


businesses. 


Revenue  growth  in  fiscal  1995  was  attributed 
to  growth  in  all  three  of  JHA’s  business 
areas — software  sales,  hardware  sales  and 
maintenance/ support. 

Revenue  Analysis  by  Product  I Service 

Approximately  33%  of  JHA’s  fiscal  1995 
revenue  was  derived  from  software  (including 
licensing  of  applications  software  and 


conversion,  installation,  and  customization 
services),  44%  from  hardware  (equipment  and 
maintenance)  and  23%  from 
maintenance/support  services  (software 
maintenance). 

A three-year  summary  of  source  of  revenue 
follows: 
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Jack  Henry  & Associates,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licensing  and  installation 

$15.1 

33% 

$13.2 

34% 

$9.3 

29% 

Maintenance/support 

10.4 

23% 

6.8 

18% 

5.9 

18% 

Hardware  sales  and  commissions 

20.6 

44% 

18.4 

48% 

17.4 

53% 

Total 

$46.1 

100% 

$38.4 

1 00% 

$32.6 

100% 

Software  and  installation  revenues  increased 
14%  during  fiscal  1995,  with  significant 
contribution  from  both  the  CIF  20/20  and 
Silverlake  System  product  lines. 

Maintenance/support  services  revenue 
increased  53%  during  fiscal  1995,  reflecting 
the  addition  of  new  customers  and  CommLink. 

Hardware  sales  increased  12%  during  fiscal 
1995. 

Interim  Results 

Revenue  for  the  three  months  ending 
September  30,  1995,  reached  $16.1  million,  a 
67%  increase  over  $9.6  million  for  the  same 
period  in  1994.  Net  income  was  $3.1  million, 
compared  to  $1.8  million  for  the  same  period  a 
year  ago. 

• Software  licensing  and  installation  revenue 
increased  38%.  Maintenance,  support  and 
service  revenue  increased  113%,  with 
Liberty  contributing  a significant  portion  of 
the  increase.  Hardware  sales  were  up  64% 
from  last  year’s  quarter. 

• Overall,  revenues  continue  to  be  strong  as  a 
result  of  growth  in  the  company’s  core 
turnkey  system  business  and  contributions 
from  the  June  acquisitions  of  SECTOR  and 
Liberty. 


Market  Financials 

Virtually  100%  of  JHA’s  revenue  is  derived 
from  commercial  banks. 

JHA’s  primary  market  is  approximately 
12,800  commercial  banks  and  related  financial 
institutions  in  the  U.S.  with  assets  up  to 
nearly  $10  billion.  Most  of  these  institutions 
are  community  banks. 

Geographic  Markets 

An  estimated  95%  of  JHA’s  fiscal  1995 
revenue  was  derived  from  the  U.S.  and  the 
remainder  from  international  sources. 

Acquisitions 

In  September  1995,  JHA  acquired  Central 
Interchange,  Inc.  of  Kansas  City  (MO),  an 
ATM  network  servicer  with  annual  revenue  of 
about  $500,000  that  processes  ATM 
transactions  for  financial  institutions  in  the 
Midwest.  Its  major  markets  are  Missouri, 
Kansas,  Nebraska  and  Iowa. 

In  June  1995,  JHA  completed  the  acquisition 
of  the  SECTOR  business  unit  of  Nationar, 
located  in  Danbury  (CT). 

• SECTOR  marketed  software  to  banks.  The 
unit  has  an  installed  base  of  approximately 
35  customers  concentrated  in  the  state  of 
New  York. 
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• The  acquisition  enhances  JHA’s  presence  in 
the  Northeast. 

In  June  1995,  JHA  acquired  the  community 
banking  business  (Liberty  system)  and 
customer  contracts  of  Broadway  & Seymour 
for  a total  purchase  consideration  of  $12 
million  cash. 

• The  Liberty  business  provided  IBM-based 
software  products  and  service  bureau 
processing  to  community  banks  in  the  U.S. 
through  centers  in  Charlotte  (NC),  St.  Paul 
(MN)  and  Houston  (TX). 

• The  unit  had  an  installed  base  of 
approximately  340  customers  in  more  than 
35  states. 

• The  acquisition  could  add  $15  million  in 
additional  revenues.  It  brings  new  products 
in  the  areas  of  trust  and  401(k)  plan 
accounting  that  JHA  will  be  able  to  market 
to  its  existing  client  base,  adds  service 
bureau  capabilities  to  JHA’s  product  line 
and  includes  a $2  million  forms  and  supplies 
business. 

• The  Liberty  unit  generated  $15  million  in 
annual  revenue  last  year,  with  $12  million 
in  recurring  revenue  from  annual 
maintenance,  disaster  recovery,  service 
bureau  processing  and  a forms  business. 

• The  acquired  business  now  operates  as 
Liberty  Software,  Inc.,  a wholly  owned 
subsidiary  of  JHA. 

In  July  1994,  JHA  acquired  all  of  the 
outstanding  stock  of  CommLink  Corp.  of 
Houston  (TX)  for  $2.5  million  in  cash  and 
additional  payments  based  on  future 
performance. 

• CommLink  is  an  ATM  network  servicer  that 
processes  electronic  transactions  for  smaller 


1 

banks  and  other  financial  institutions, 
mainly  in  the  Southwest.  It  also  is  a reseller 
of  ATM  software.  CommLink’s  annual 
revenues  are  now  approaching  $2  million. 

• Texas  is  the  largest  market  for  CommLink, 
but  the  company  also  has  a presence  in 
Arkansas,  Louisiana,  Mississippi  and 
California. 

• CommLink  operates  as  a wholly  owned 
subsidiary  of  JHA. 

Employees 

As  of  August  17,  1995,  the  company  had  295 
full-time  employees. 

Key  Products  and  Services 

JHA  offers  integrated  systems  for  community 
banks,  savings  banks  and  thrifts  that  are 
designed  to  automate  all  aspects  of  a bank’s 
operations. 

Turnkey  Systems  / Software  Products 

The  company’s  primary  systems  are  CIF  20/20 

and  the  Silverlake  System. 

• Each  system  consists  of  several  fully 
integrated  applications  software  modules, 
such  as  Deposits,  Loans  and  General  Ledger, 
and  the  Customer  Information  File. 

• The  systems  can  be  interfaced  with  a variety 
of  peripheral  devices  used  in  bank 
operations,  including  ATMs,  on-line  teller 
terminals  and  magnetic  character  readers. 

CIF  20/20  is  the  latest  in  a series  of  systems 
that  evolved  from  JHA’s  original  banking 
industry  software. 

• During  fiscal  1993,  JHA  introduced  CIF 
20/20  Release  2.O.,  native  software  for  the 
IBM  AS/400,  written  in  RPG/400  to  take 
advantage  of  the  relational  database 
features  and  functions  of  the  AS/400. 
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• CIF  20/20  runs  on  both  the  IBM  AS/400  and 
the  IBM  System  36  and  is  designed 
primarily  for  financial  institutions  with  total 
assets  ranging  up  to  $200  million.  Previous 
software  versions  were  available  for  IBM 
system  34  and  32  computers. 

• Average  system  prices  are  $150,000  for 
hardware  and  $65,000  for  software. 

The  Silverlake  System,  introduced  in  1988, 
was  positioned  as  a new  entrant  to  the 
medium-sized-bank  market  segment. 

• The  Silverlake  System  was  developed  to 
operate  in  a native  environment  on  the 
AS/400,  taking  advantage  of  its  relational 
database  characteristics. 

• It  is  designed  generally  for  somewhat  larger 
banks  than  is  CIF  20/20  and  multibank 
groups  in  the  asset  range  of  $100  million  to 
$10  billion.  This  has  moved  JHA  into  the 
lower  end  of  the  major-bank  market,  which 
previously  had  been  served  only  by 
mainframe  computers. 

• Average  system  prices  are  $500,000  for 
hardware  and  $200,000  for  software. 

The  Liberty  system,  acquired  from  Broadway 
& Seymour  in  June  1995,  is  currently  used  by 
approximately  450  community  banks  for  back- 
office  functions  as  well  as  support  for  on-line 
teller  terminals,  check  imaging,  maintenance 
of  records  relating  to  investments,  safe-deposit 
boxes  and  other  consumer  and  financial 
information.  The  system  is  available  as  a 
software  product  or  via  service  bureau  or 
facilities  management  options. 

JHA  provides  a range  of  support  services  to  its 
turnkey  system/software  clients. 

• JHA  provides  data  conversion  and  software 
installation  services  to  assist  its  customers 


in  implementing  CIF  20/20  and  Silverlake. 
JHA  provides  these  services  on  an  hourly  or 
a fixed-fee  basis,  depending  on  the 
customers’  preference. 

• Software  maintenance/support  is  provided 
under  annual  contracts.  Services  include 
telephone  support,  program  modifications, 
and  enhancements. 

• Hardware  maintenance  is  contracted 
between  JHA  and  the  customer.  IBM 
performs  the  actual  hardware  maintenance 
under  a contract  between  IBM  and  JHA. 

• Mobile  emergency  facilities  backup  services 
are  also  available  to  CIF  20/20  customers. 

• JHA  also  provides  contingency  facilities 
backup  to  its  customers  through  six 
locations — Monett  (MO),  Charlotte  (NC), 
Danbury  (CT),  Angola  (IN),  St.  Paul  (MN) 
and  Houston  (TX). 

International  Bank  Software 

Through  BankVision,  JHA  also  offers  a 

software  package  targeted  to  international 

banks  and  other  financial  institutions. 

• The  BankVision  product  offers  multilingual 
and  multicurrency  capabilities. 

• BankVision,  with  fiscal  1995  revenue  of 
about  $2.1  million  and  losses  of  $1.2  million, 
has  approximately  45  installations  in 
Colombia,  Indonesia,  the  Caribbean  and  the 
Philippines. 

• The  focus  for  BankVision  will  be  on 
Colombia  and  surrounding  areas  in  Latin 
America.  There  are  also  plans  to  develop  a 
customized  product  for  Latin  America. 

• JHA  is  distributing  BankVision  software 
through  Multipolar  Corporation  of 
Indonesia. 


Page  6 of  8 


©INPUT  1996.  Reproduction  prohibited. 


Jack  Henry  & Associates,  Inc. 

January  1996 


INPUT  Vendor  Profile 


ATM  Network  Servicing 
CommLink,  acquired  in  July  1994,  is  an 
electronic  transactions  company  focused  on 
ATM  switching  and  point-of-sale  technology 
for  financial  institutions. 

• CommLink  provides  ATM  service  with 
national  network  transaction  capability  (tied 
into  Cirrus,  Plus,  Pulse,  etc.)  to 
approximately  100  JHA  bank,  non-JHA 
bank  and  nonfinancial  institution  clients. 

• CommLink’s  technology  interfaces  between 
the  local  bank  and  national  networks  to 
provide  approvals  for  ATM  transactions. 
CommLink  switches  about  500,000 
transactions  monthly.  Switching  is  billed  on 
a per-transaction  basis. 

• CommLink  holds  the  exclusive  marketing 
rights  to  an  ATM  software  package 
developed  by  JHA. 

• CommLink  also  markets  point-of-sale 
terminals  that  let  a bank  customer  use  a 
debit  card  for  purchases  at  a merchant 
location  rather  than  writing  a check. 

• CommLink  had  estimated  revenue  of  $1.8 
million  and  net  income  of  $381,000  in  fiscal 
1995. 

Central  Interchange,  acquired  in  1995, 
provides  ATM  service  primarily  in  Missouri, 
Kansas,  Nebraska  and  Iowa. 


Marketing  and  Sales 

JHA  markets  its  Silverlake  System  and  CIF 
20/20  products  throughout  the  U.S.  using 
sales  representatives  employed  by  and 
working  directly  for  JHA. 

JHA  also  conducts  international  sales  through 
its  small  foreign  sales  subsidiary,  JHI. 

JHA’s  primary  market  is  commercial  banks. 
JHA  has  not  devoted  significant  marketing 
and  sales  efforts  to  other  financial  institutions 
such  as  savings  and  loans  or  credit  unions. 

• JHA  does  have  several  savings  and  loans 
and  savings  bank  customers,  but  most 
operate  more  like  commercial  banks  than 
traditional  thrift  institutions. 

• With  its  current  range  of  products,  JHA 
systems  are  appropriate  for  all  but  the 
largest  regional  money  center  banks. 

• Most  of  the  sales  effort  and  success  has  been 
with  banks  that  have  from  $2  million  to  $1 
billion  in  total  assets. 

Alliances 

In  January  1995,  JHA  announced  a technical 
services  and  marketing  alliance  with  IBM 
ISSC  to  provide  complete  information  systems 
solutions  to  the  retail  banking  industry. 

• ISSC  will  use  JHA’s  Silverlake  software 
application  to  provide  banks  with 
outsourcing  and  systems  integration  services 
to  banks. 

• Through  ISSC,  JHA  gains  access  to  the  two 
segments  of  the  bank  data  processing 
industry  that  it  did  not  serve — service 
bureau  processing  and  outsourcing. 

• ISSC  will  target  banks  with  between  $500 
million  and  $10  billion  in  assets  and  will  not 
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compete  with  JHA’s  smaller  bank  target 
market. 

JHA  is  an  Industry  Remarketer  for  IBM’s 
AS/400. 

• During  fiscal  1990,  JHA’s  international  unit, 
JHI,  was  instrumental  in  the  formation  of  a 
25%-owned  affiliate,  Silverlake  System  Sdn 
Bhd  (SSSB),  based  in  Kuala  Lumpur, 
Malaysia. 

• SSSB  is  currently  working  with  IBM 
Malaysia  and  is  modifying  the  Silverlake 
System  for  operation  in  that  country.  SSSB 
is  installing  the  modified  Silverlake  System, 
to  be  known  as  the  Asian  Pacific  Version  of 
the  Silverlake  System,  in  a major  Malaysian 
bank. 

• SSSB  has  agreed  to  pay  JHI  50%  of  all 
software  revenues  for  the  right  to  license  the 
Asian  Pacific  Version  of  Silverlake  System  in 
Malaysia  and  certain  other  countries  in  the 
Far  East. 

Competition 

In  the  turnkey  system  market,  JHA  competes 
with  FIserv  and  ALLTEL  Information 
Services. 

In  the  service  bureau  market,  major 
competitors  include  EDS,  FIserv  and 
ALLTEL. 


Assessment 

JHA’s  strengths  include: 

• Flexible  software  combined  with  IBM 
hardware 

• Strong  customer  support 

• Significant  expansion  of  its  customer  base 
with  the  Liberty  acquisition 

• Expansion  into  the  service  bureau,  systems 
operations  and  systems  integration  markets 
through  the  Liberty  acquisition  and  the 
ISSC  alliance 

Challenges  over  the  coming  year  include: 

• Achieving  break-even  or  profitable  results 
for  the  BankVision  product  line 

• Expanding  its  check  imaging  system 
business 
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J.D.  EDWARDS  & COMPANY 

8055  East  Tufts  Avenue 
Suite  1331 
Denver,  CO  80237 
Phone:  (303)488-4000 
Fax:  (303)  488-4678 


President 

& CEO:  C.  Edward  McVaney 

Status:  Employee-Owned  Company 

Total  Employees:  1,300  (10/93) 

Total  Revenue:  $170,000,000 

Fiscal  Year  End:  1 2/31/92 


Key  Points 

• J.D.  Edwards  & Company  (JDE)  is  a leading  developer  of  business 
applications  software  for  the  IBM  AS/400. 

• The  company  has  enjoyed  compound  revenue  growth  in  excess  of 
50%  throughout  its  16-year  history. 

■ JDE  has  recently  announced  a strategy  that  will  evolve  its  AS/400 
products  to  incorporate  an  additional  focus  on  open  systems  and 
client/server  architectures.  First  releases  of  its  rewritten  software 
are  scheduled  for  early  1994.  Initial  deliveries  will  target  platforms 
such  as  the  AS/400,  RS/6000  HP  9000,  and  DEC  Alpha. 


JDE  has  recently  expanded  its  reach  into  Latin  America  with  the 
relocation  of  its  regional  operations  to  Miami  from  Los  Angeles  and 
the  opening  of  a marketing  office  in  Sao  Paulo  (Brazil).  The 
company  also  added  an  office  in  Singapore  to  serve  the  Pacific  Rim. 


Effective  January  1,  1993,  JDE  turned  a portion  of  its  energy-specific 
products  (exploration  and  production-based  "upstream"  products) 
over  to  Dallas-based  Artesia  Data  Systems  so  that  JDE  can  focus  its 
resources  on  downstream  requirements--those  related  to 
manufacturing  and  distribution-for  its  large  multinational  oil 
company  clients. 

Beginning  in  1993,  JDE  will  change  its  fiscal  year  end  from 
December  31  to  October  31  in  order  to  smooth  out  demand  cycles. 
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Company 

Description 

J.D.  Edwards  & Company  (JDE),  founded  in  1977,  currently  provides 
cross-industry  and  industry-specific  applications  software  products  and 
professional  services  to  users  of  IBM  AS/400  midrange  computers. 
Products  are  available  for  financial,  payroll  and  human  resources, 
manufacturing,  distribution,  construction  and  real  estate,  and 
government  (public  services)  applications. 

JDE  is  an  employee-owned  company  that  is  self-funded  and  has  no 
bank  debt. 

Strategy 

JDE  is  committed  to  strict  quality  standards,  adherence  to  IBM's  SAA 
and  AD/ Cycle,  the  AS/400's  relational  data  base  capabilities,  JDE's 
active  data  dictionary,  and  continued  evaluation  of  new  technologies. 
Since  1982,  JDE’s  software  has  been  written  using  JDE's  proprietary 
World  Software  Architecture  CASE  tools. 

JDE  has  recently  announced  a strategy  that  will  evolve  its  AS/400 
products  to  incorporate  an  additional  focus  on  open  systems  and 
client/server  architectures  while  continuing  to  take  responsibility  for 
the  complete  business  solution. 

• JDE  has  begun  rewriting  its  software  to  be  platform-independent.  In 
addition  to  the  AS/400,  JDE  will  add  support  for  Windows/NT  and 
UNIX.  Rather  than  porting  to  every  machine,  JDE's  solutions- 
focused  approach  means  that  its  initial  UNIX  targets  will  likely 
include  the  HP  9000  and  the  IBM  RS/9000,  and  initial  NT  platforms 
will  include  DEC'S  Alpha  machines  and  selected  multiprocessor 
Intel-based  machines. 

• The  next-generation  software  will  incorporate  object-oriented  CASE 
tools,  extended  relational  capabilities,  an  extended  active  data 
dictionary,  and  communications  middleware.  In  general,  JDE  will 
follow  Microsoft  standards  for  object  technologies  and  windowing 
environments.  The  new  products  will  be  written  in  C and  C+  +.  For 
data  access  and  manipulation,  ANS  SQL  will  be  the  standard. 

• JDE's  implementation  of  the  client/server  model  will: 

- Conform  to  the  event-driven  paradigm  as  opposed  to  the 
traditional  procedural,  hierarchical  program  design 

- Use  Microsoft  Windows  graphical  presentation  techniques 

- Assume  that  significant  business  processing  is  required  on  both 
the  client  and  server  side 
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- Rely  on  a sophisticated  system  of  data  replication 

- Focus  on  the  lowest  reasonable  cost  per  seat 

• JDE  will  begin  rolling  out  its  rewritten  software  in  1994,  beginning 
with  releases  of  its  cross-industry  financial  applications,  followed  by 
its  distribution  and  manufacturing  products.  By  1996,  the  company 
expects  that  all  of  its  products  will  be  redeveloped  using  the 
client/server  model  and  its  new  CASE  technologies. 

JDE’s  decision  to  move  to  a multiplatform  strategy  was  also  influenced 
by  JDE's  customers'  increasing  demands  for  software  that  can  run  in  a 
variety  of  environments  as  they  evolve. 


Financials  JDE's  1992  revenue  reached  $170.0  million,  a 38%  increase  over  $123.0 

million  for  1991.  The  company  has  operated  profitably  since  its 
inception.  A five-year  revenue  summary  follows: 


J.D.  EDWARDS  & COMPANY 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

$170.0 

$123.0 

$79.0 

$42.5 

$23.0 

• Percent  increase 

(decrease)  from 
previous  year 

38% 

56% 

86% 

85% 

39% 

Revenue  growth  for  1992  was  attributed  to  the  following: 

• Strong  gains  in  large  international  company  clients,  including  more 
than  half  the  Fortune  500 

• Continued  growth  and  investment  in  worldwide  support  has  had  a 
positive  effect  on  overall  customer  satisfaction 

• Investments  in  project  management  and  industry  consulting 
expertise  has  helped  JDE  customers  meet  implementation  schedules 
and  budgets 

• Becoming  a major  player  in  the  worldwide  manufacturing  industry, 
while  maintaining  leadership  in  the  financial,  distribution,  and 
construction  industries 
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Forming  strategic  alliances  with  other  leading  software  companies 
has  broadened  JDE's  product  base  and  helped  to  deliver  total 
solutions  to  clients. 

During  1992,  international  revenue  increased  29%  over  1991  levels. 

Research  and  development  expenditures  were  approximately  $11.2 
million  in  1992,  $9.2  million  in  1991,  and  $7.6  million  in  1990. 


Market 

Financials 


Approximately  62%  of  JDE’s  1992  revenue  was  derived  from  its  cross- 
industry applications  software  products  and  services  and  38%  from 
industry-specific  products  and  services.  A further  breakdown  of 
revenue  follows: 


Core  (financial)  products 

62% 

Human  resource/payroll 

5% 

Distribution 

16% 

Manufacturing 

7% 

Job  cost 

4% 

Property  management 

1% 

Other 

5% 

100% 

JDE  has  clients  in  the  telecommunications,  construction, 
entertainment/recreation,  financial  services,  health  care/medical, 
discrete  and  process  manufacturing,  distribution,  oil  and  gas, 
publishing,  restaurant/food  service,  real  estate/development,  retail, 
engineering/consulting,  services,  and  travel/transportation/  hospitality 
industries,  as  well  as  state  and  local  governments,  associations, 
nonprofit  organizations,  and  educational  institutions. 

Approximately  72%  of  JDE's  1992  revenue  was  derived  from 
applications  software  products  and  software  maintenance  services,  and 
28%  from  professional  services,  including  consulting,  customization, 
implementation,  training,  and  publications. 

A three-year  summary  of  source  of  revenue  follows: 
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J.D.  EDWARDS  & COMPANY 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

19 

90 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Software: 

- Software  products 

$99.0 

58% 

$70.0 

57% 

$49.0 

62% 

- Software  maintenance 

24.0 

14% 

16.0 

13% 

7.0 

9% 

Professional  services: 

- Support  services 

34.0 

20% 

29.0 

24% 

18.0 

23% 

- Training  and 

publications 

13.0 

8% 

8.0 

6% 

5.0 

6% 

TOTAL 

$170.0 

100% 

$123.0 

100% 

$79.0 

100% 

Geographic  Approximately  69%  ($  1 17  million)  of  JDE's  1992  revenue  was  derived 

Markets  from  the  U.S.,  20%  ($34  million)  from  Europe,  6%  ($10  million)  from 

the  Asia/Pacific,  and  5%  ($9  million)  from  other  international  sources. 


Operations/  JDE  has  U.S.  regional  trading  area  headquarters  offices  in  Norwalk 

Structure  (CT),  Chicago  (IL),  Atlanta  (GA),  and  Costa  Mesa  (CA).  The 

company  also  has  31  satellite  offices  across  North  America. 

International  offices  are  located  in  Canada,  Belgium,  Brazil,  England, 
France,  Germany,  Italy,  Japan,  Singapore,  and  Sweden. 

JDE  also  has  affiliates  throughout  Europe,  Asia,  Africa,  and  South 
America. 


Acquisitions/  Effective  January  1,  1993,  JDE  sold  certain  of  its  energy-specific 

Divestitures  software  products  to  Dallas-based  Artesia  Data  Systems  (ADS). 

■ ADS  has  assumed  ownership  of  JDE  products  for  gas  balancing, 
land  management,  oil  and  gas  contracts,  production  accounting,  and 
revenue  distribution.  These  "upstream"  applications  focus  on  tasks 
such  as  exploration  and  production.  ADS  will  also  take  over 
customer  support  for  these  products. 
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ADS,  also  an  IBM  Industiy  Remarketer,  has  been  serving  the  energy 
industry  for  1 1 years  and  has  more  than  150  customers. 

JDE  is  now  focusing  its  energy  business  on  the  downstream  market- 
operations  such  as  refining  and  bulk  inventory  distribution-which 
tends  to  include  large,  multinational  companies. 


Employees 


As  of  December  1992,  JDE  had  1,200  employees.  The  company 
currently  has  1,300  employees,  of  which  215  are  located  outside  the 

vJ  .O. 


Key  Products  and 
Services 


l^Ste§rateCi  applications  software  products  are  available  for  IBM 
computers.  There  are  currently  12,000  product  installations  for 
2, //5  clients  worldwide. 


. The  software  is  supported  in  12  languages:  Arabic,  Dutch,  English, 
French,  German,  Hebrew,  Italian,  Japanese,  Latin  American 
Spanish,  Norwegian,  Portuguese,  and  Swedish. 

. JDE  also  offers  multiple  currency  capabilities,  value-added  tax 
features,  and  other  multinational  functions  as  integral  components 
of  its  software  products. 

JDE  s current  cross-industry  and  industry-specific  applications 
software  products  are  shown  in  Exhibits  A and  B. 

Product  introductions/enhancements  announced  this  year  include  the 
following: 


• Integrating  imaging  support  into  its  applications.  The  first  JDE 
applications  available  are  Accounts  Payable,  Construction 
Management,  and  Real  Estate  Management. 

A Warehouse  Management  module,  fully  integrated  with  JDE's 
distribution  products 

• Increased  transaction  support  for  EDI 

• An  enterprise  planning  and  scheduling  module  for  use  in  multi- 
facility manufacturing  and  distribution  environments 

Engineering  Change  Management  software  for  manufacturing 
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EXHIBIT  A 

JDE  CROSS-INDUSTRY  PRODUCTS 


APPLICATION  AREA/PRODUCT  NAME 


Financial 

- Address  Book/Electronic  Mail 

- General  Ledger  & Basic  Financials 

- Financial  Modeling,  Budgeting,  & Allocations 

- Accounts  Receivable 

- Accounts  Payable 

- PC  Data  Entry 

- Cash  Basis  Accounting 

- Currency  Conversion  Accounting 

- Fixed  Assets 

- Equipment  Management 

Payroll  and  Human  Resource  Management 

- Payroll  Time  Accounting 
■ - Payroll 

PC  Data  Entry  for  Payroll 

- Human  Resource  Management 

- Training  and  Development 

Reporting  Tools 

- DREAM  Writer 

- Financial  Reporting  (FASTR) 

- World  Writer 

Complementary  Products 

- Andrew  Connectivity  Solutions  * 

- Computer  Integrated  Fax  * 

- Distributed  Data  Processing 

- dcLink  Bar  Coding  * 

- Eagle/400  * 

- Electronic  Burst  & Bind  * 

- Electronic  Data  Interchange 

- Finite  Capacity  Planning  * 

- Form  400  * 

- Imaging  Solutions 

- Laser  Checkwrite  * 

- ORG'anon  * 

- Payroll  Tax  Tables 

- PC  Budget  Upload 

- PC  Data  Entry  - Client/Server  Workstation 

- Questview  * 

- Retail  Systems  * 

- S/COMPARE  HARMONIZER  * 

- HARMONIZER  PLUS  * 

- Varsity  Shipper  * 

- World  VISTA  * 

- World  VISTA  EIS  * 


Third-party  products 
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EXHIBIT  B 

JDE  INDUSTRY-SPECIFIC  PRODUCTS 


APPLICATION  AREA/PRODUCT  NAME 


Distribution 

- Sales  Order  Processing 

- Sales  Analysis 

- EDI 

- Configuration  Management 

- Purchase  Order  Processing 
Distribution  Requirements  Planning 

- Inventory  Management 

- Order  Management 

- Replenishment  Management 

- Warehouse  Management 

- Enterprise  Facility  Planning 

Manufacturing 

- Product  Data  Management 

- Shop  Floor  Control 

- Master  Production  Scheduling 

- Material  Requirements  Planning 

- Capacity  Requirements  Planning 

- Sales  Forecasting 

- Repetitive  Manufacturing 

- Job/Work  Order-Based  Manufacturing 

Construction 

- Job  Cost  Accounting 

- Payroll 

- Purchasing 

- Human  Resource  Management 

- Equipment  Management 

- Contract  Management 

- Project  Change  Management 

- Contract  Billing 

- Engineering/Service  Billing 

- AIA  Billing 

- Work  Orders  with  Service  Billing 

Real  Estate  Management 

- Property  Management 

- Facility  Management 

- Remote  Site  Property  Management 

Public  Services 

- General  Ledger  & Basic  Financials 

- Purchase  Order  Processing 

- Fixed  Assets 

- Equipment  Management 

- Contract  Management 
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JWP  INFORMATION  SERVICES 

2975  Westchester  Avenue 
Purchase,  NY  10577 
Phone:  (914)935-4000 


President  & CEO: 
Status: 

Parent: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


H.  D.  Copperman 
Subsidiary 
JWP  INC. 
2,600 
$1,151,784,000 
12/31/91 


Key  Points  . . 

• JWP  Information  Services  provides  systems  integration,  networking, 
peripherals,  software  and  maintenance  support  services  to 
corporations  and  government  customers. 

• JWP  Information  Services  acquired  and  integrated  the  operations  of 
Businessland  in  1991,  closing  60  stores,  dropping  out  of  four 
secondary  markets  and  cutting  the  sales  force  from  1,100  to  850. 

• Battered  by  the  personal  computer  price  wars,  the  company  has 
reported  1992  second  quarter  losses. 

• JWP  Information  Services  is  adding  UNIX  integration  engineers  and 
forming  agreements  with  manufacturers  and  integrators  in  an  effort 
to  establish  itself  as  a UNIX  integrator. 
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Company 

Description 


JWP  Information  Services  is  a reseller  and  systems  integrator  of 
personal  computer  products  to  Fortune  1000  companies,  private 
institutions,  and  government  agencies.  The  company  also  provides  a 
range  of  value-added  services,  including  maintenance,  consulting, 
networking  design,  integration,  and  support. 

JWP  Information  Services  is  a subsidiary  of  JWP,  INC.,  a multinational 
company  with  24,000  employees  and  1991  revenue  of  $3.6  billion  that 
provides  a range  of  systems  engineering  and  distribution,  construction, 
installation,  maintenance,  and  related  services. 


Company 

History 


JWP  Information  Services  was  formed  when  JWP  Information  Systems 
and  JWP  Businessland  were  merged  under  one  group  after  the 
acquisition  in  1991  of  Businessland  by  JWP,  INC.  JWP  Telecom  was 
also  merged  into  this  comprehensive  information  services  group. 

JWP,  INC.  also  provides  facility  and  environmental  services.  JWP, 
INC.  is  in  the  process  of  divesting  its  investor  owned  water  utility  in  the 
state  of  New  York. 


Financials 


JWP  Information  Services'  1991  revenue  reached  $1.15  billion,  a 74% 
increase  over  $662  million  in  1990.  A three-year  financial  summary 
follows: 


JWP  INFORMATION  SERVICES 
THREE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

Revenue 

• Percent  increase 

$1,151.8 

$662.4 

$380.1 

from  previous  year 

74% 

74% 

N/A 

Operating  income 
• Percent  increase 

$45.3 

$31.4 

$15.8 

from  previous  year 

44% 

99% 

N/A 

JWP  Information  Services  attributes  the  1991  increase  in  revenue  to 
the  inclusion  of  Businessland’s  acquired  operations  from  August  2,  1991 
to  December  31,  1991.  The  September  1990  acquisition  of  Compumat, 
Inc.,  a leading  provider  of  desktop  computer  systems  and  related 
services  in  the  Midwest  and  Southeast,  also  attributed  to  the  revenue 
increase. 
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Acquisitions 


Key  Products  and 
Services 


In  addition  to  the  acquisition  of  Businessland  in  1991  and  Compumat  in 
1990,  JWP,  INC.  acquired  Neeco,  Inc.  in  May,  1990.  Neeco  was 
considered  to  be  a leading  nationwide  provider  of  desktop  computer 
systems  and  related  services. 


JWP  Information  Services  specializes  in  providing  integrated 
multivendor  personal  computer-related  products  and  services  for 
medium  and  large  size  companies  and  other  organizations.  The 
company  markets  personal  computer  systems  and  software  products 
supplied  by  various  manufacturers  including  IBM,  Compaq,  Apple, 
Hewlett-Packard,  Novell,  Lotus  Development,  and  others. 

JWP  Information  Services'  Product  and  Communication  Services 
Division  was  created  when  JWP  Telecom  merged  with  JWP 
Information  Services.  This  division  focuses  on  the  provision  of 
enhanced  voice  and  data  communication  capabilities. 

JWP  Information  Services'  Government  Systems  Group  provides 
software,  hardware,  and  services  to  commercial  and  government 
customers.  Headquartered  in  Washington,  D.C.,  the  group  targets 
federal,  state,  and  local  government  customers. 

The  company  maintains  service  personnel  at  each  branch  office  to 
provide  technical  and  maintenance  support.  A centralized  technical 
services  department  in  Canton  (MA)  and  San  Jose  (CA)  provides 
technical  advice  and  support  to  customers  and  branch  office  personnel. 
Other  services  provided  include  the  following: 

• The  ServiceLine™  nationwide  service  dispatch  management  system 
allows  customers  to  contact  a customer  engineer,  toll-free,  to 
schedule  service  calls  for  immediate  assistance. 

• The  SolutionLink™  hotline  service  unit  allows  customers  to  pose 
hardware  or  software  configuration  questions  by  phone,  facsimile,  or 
to  directly  access  the  data  base  through  their  personal  computers. 

• On-site  and  depot  maintenance  services  are  available  during  and 
following  the  expiration  of  the  manufacturers  warranty  on  a pre-paid 
contract  basis  or  a time  and  materials  basis. 
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Strategy 

In  1992,  JWP  Information  Services  has  been  negatively  affected  by  the 
personal  computer  price  wars.  The  company  had  produced  too  many 
microcomputer  products  and  was  left  with  large  inventories  of  obsolete 
products.  In  addition,  potential  customers  waited  to  buy  computers  to 
see  if  prices  would  fall  even  further. 

JWP  is  planning  to  combat  these  market  conditions  in  four  ways: 
addressing  the  management  practices  for  the  micro  computer 
inventory,  restructuring  its  reseller  operations,  selling  non-core 
businesses,  and  moving  to  establish  the  company  as  a UNIX  integrator. 

Industry  Markets 

JWP  Information  Services  targets  large  customers  of  all  industry 
groups.  Services  provided  to  governments  accounted  for  13%  of 
revenue  and  non-government  clients  accounted  for  87%  of  1991 
revenue. 

Geographic 

Markets 

Approximately  91%  of  JWP  Information  Services'  1991  revenue  was 
derived  from  the  U.S.  and  9%  from  other  international  sources. 

Services  are  provided  from  77  branch  offices  in  the  U.S.,  five  sales 
locations  in  the  U.K.,  nine  in  France,  one  in  Belgium,  five  in  Germany, 
three  in  Canada,  and  one  in  Japan. 

JWP  Information  Services  maintains  three  consolidated  distribution 
centers  in  the  U.S.  in  Hayward  (CA),  Erlanger  (KY),  and  Canton 
(MA).  There  is  typically  one  distribution  facility  in  each  foreign 
country  in  which  it  operates. 
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Northfield 
Birmingham 
B31  2RW 
United  Kingdom 

Kalamazoo  pic 

Tel:  +44(0)  121  411  2345 

Fax:  +44(0)  121  411  2424 

Chairman: 

Robert  Jordan 

Key  Points 

Status: 

Public 

• Increased  focus  on  developing  IT  related 

Number  of  Employees:  (3/96): 

1,175 

businesses 

Revenue  (FYE  31-3-96): 

£67  million 

• Acquisition  of  EADS  makes  Kalamazoo  a 

Contents 

market  leader  in  the  motor  trade  software 

Company  Description 

1 

market 

Operations  and  Structure 

2 

• Stronger  international  market  presence 

Company  Strategy 

2 

Financial  Information 

2 

Company  Description 

Acquisitions  and  Alliances 

4 

Kalamazoo  provides  software,  IT  services  and 

Key  Products  and  Services 

4 

security  print  systems.  The  company  that 

Recent  Projects  and  Major  Clients  5 

generates  a major  amount  of  its  business  in 
the  motor  dealerships  and  manufacturing 

INPUT  Assessment 

b 

markets. 

The  company  has  subsidiary  operations  in  the 
Netherlands,  Finland  and  the  Channel 
Islands. 

Kalamazoo  was  founded  in  1896  and  in  its 
early  years  its  main  business  was  to 
manufacture  and  market  business  record 
keeping  systems. 

Kalamazoo  pic 
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Operations  and  Structure 

Kalamazoo  is  organized  into  two  major 
divisions: 

Computer  Division 

The  Computer  Division  is  the  largest  part  of 
Kalamazoo.  It  consists  of: 

• Kalamazoo  Motor  Trade,  which  supplies  IT 
solutions  to  the  retail  motor  trade 

• Kalamazoo  Computer  Solution,  which 
develops,  integrates  and  supports  computer 
solutions  for  manufacturing  and 
commercial  companies.  The  Computer 
Solutions  Group  is  split  into  three  main 
business  units: 

Kalamazoo  Answer  is  responsible  for  the 
Answer  suite  of  software 

Business  Solutions  markets  and  supports 
other  vertical  market  applications 

Support  Services  offers  IT  and  network 
services. 

Security  Print 

This  division  provides  business  systems, 
intelligent  forms  and  security  print  services. 

Its  offerings  encompass  paper-based  systems 
and  security  products  such  as  visitor 
management  systems. 


Company  Strategy 

It  is  Kalamazoo’s  stated  strategy  to  continue 
to  expand  in  the  European  market.  The 
company  has  recently  made  acquisitions  that 
support  this  strategy. 

Kalamazoo  will  continue  to  a strategic 
emphasis  on  the  company’s  Computer 
Division,  both  in  the  UK  and  abroad. 

The  current  heavy  emphasis  on  the  motor 
trade  and  industrial  market  products  will 
continue. 

Financial  Information 

Exhibit  1 shows  a five-year  summary  of 
Kalamazoo’s  financial  results. 

Kalamazoo  has  shown  a good  come-back  since 
the  loss  making  years  in  the  early  1990s.  The 
reason  for  the  losses  in  the  years  FY92  and 
FY93  were  losses  in  the  security  print 
business,  which  at  that  time  accounted  for  a 
larger  part  of  the  company’s  business  than 
today. 

The  company  continues  to  improve  its 
performance  in  the  current  year.  For  the  first 
months  of  its  FY97  to  end  of  September, 
Kalamazoo  reported  revenues  up  9%  at  £35.2 
million  while  profit  before  tax  was  up  16%  at 
£2.3  million.  Kalamazoo’s  recent  acquisitions 
EADS  (see  “Acquisitions  and  Alliances” 
section)  contributed  revenues  of  £4.7  million 
in  the  period. 
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Kalamazoo:  Five-year  Financial  Summary 


Year 

1996 

1995 

1994 

1993 

1992* 

Total  Revenue 

66.7 

60.7 

60.9 

56.5 

38.7 

Annual  Growth 

10% 

0% 

8% 

n/a 

n/a 

Profit  after  tax 

2.4 

3.1 

2.6 

(1-1) 

(0.5) 

Number  of  Employees 
(average) 

1,164 

1,189 

1,227 

1,266 

1,462 

Revenue  per  Employee 
(£  ‘000) 

57 

51 

50 

45 

26 

* Only  eight  months  due  to  change  of  financial  year 


Exhibit  2 shows  Kalamazoo’s  revenues  for 
1996  by  geographic  region. 


Exhibit  2 

Kalamazoo  Revenues  by  Geographic 
Region,  1995  (£  million) 


Region 

Revenue 

Share 

United  Kingdom 

59.5 

89% 

Rest  of  Europe 

7.1 

11% 

Total  Revenues 

66.7 

100% 

Source:  Kalamazoo  pic 
Numbers  may  not  add  up  because  of  rounding 


Exhibit  3 provides  the  break-down  of 
Kalamazoo’s  1996  revenues  by  operating 
division. 


Exhibit  3 

Kalamazoo  Revenues  by  Division, 
1995  (£  millions) 


Division 

Revenue 

Share 

Computer  Division 
— Motor  Trade 

33.1 

50% 

— Computer  Solutions 

15.2 

23% 

Security  Print 

18.4 

28% 

Total  Revenues 

66.7 

100% 

Source:  Kalamazoo  pic 


Exhibit  4 details  Kalamazoo’s  European 
software  and  services  revenues  as  estimated 
by  INPUT. 
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Kalamazoo  Estimated  European  Software 
and  Services  Revenues  by  INPUT 
Delivery  Mode,  1996  ($  millions) 


Delivery  Mode 

Revenue 

Share 

Professional  Services 

10 

10% 

Application  Software 

78 

75% 

Support  Services 

16 

15% 

Total  European 
Software  and  Services 

104 

100% 

Source:  INPUT  Estimates 


Acquisitions  and  Alliances 

Kalamazoo  has  made  the  following  recent 

acquisitions: 

• June  1996:  Kalamazoo  decided  to  buy  the 
European  Automotive  Dealer  Systems 
(EADS)  Division  of  Datapoint  Inc.  This 
acquisition  extends  Kalamazoo’s  presence 
into  Germany,  Austria,  Switzerland, 
France,  Belgium  and  Spain  as  well  as 
expanding  current  presence  in  the 
Netherlands  and  Finland. 

• October  1995:  Suomen  Autoalan 
Tietopalveluverkko  Oy  (Autodata)  acquired 
from  Scribina  AB,  Finland.  Autodata  was 
bought  because  of  its  Autoscan  service  for 
computerized  used  car  valuation. 

• April  1995:  Acquired  Wembrook  Computer 
Services  Ltd  for  their  product,  Stockholder, 
developed  for  the  steel  market. 

Kalamazoo  is  a Tetra  Business  Partner,  an 

Oracle  Alliance  Partner  and  a Novell 

Authorized  Service  Centre. 


Other  partnerships  include: 

• A partnership  with  Ford  on  its  DARTS 
dealer  system,  offering  support  to  70%  of 
Franchise  dealers  and  upgrading  users  to 
more  cost  effective  platforms.  Also 
involvement  with  Ford’s  DCAS  project 
providing  a backbone  for  future  systems 
strategy. 

• Endorsements  from  Honda,  Rover,  MAN 
Truck,  Peugeot  and  Citroen  for  its  dealer 
system. 

Key  Products  and  Services 

The  following  provides  an  overview  of 
Kalamazoo’s  major  software  and  services 
offerings. 

Kalamazoo  Motor  Trade 

Kalamazoo  Motor  Trade  is  a leading  supplier 
of  dealer  management  systems  to  the 
franchised  sector  of  the  UK  motor  industry. 
The  business  unit’s  flagship  product  is  Elite. 
Elite  are  based  on  an  Oracle  database  and 
Unix  platform.  Elite  is  installed  at  80 
customer  sites  and  generated  £5.1  million  in 
revenue  in  FY96. 

The  business  units  other  offerings  include: 

• DARTS — Ford’s  dealer  management 
solution 

• KDMS — new  dealer  management  system 
that  runs  on  a wide  range  of  hardware  and 
operating  systems,  including  Unix  and 
Microsoft  NT 

• Mega-Line — a product  suite  targeted  for 
the  Dutch  market.  Kalamazoo  is  also 
translating  Elite  for  this  market 

• Autoscan — acquired  in  1995 
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Kalamazoo  Computer  Solutions 

This  business  unit  offers  a range  of  focused 
vertical  market  applications.  These  include: 

• ANSWER — a fully  integrated  system 
developed  to  address  discrete,  process  and 
mixed  mode  manufacturing.  ANSWER  also 
has  modules  for  Distribution,  Plant 
Maintenance  and  Warehouse  Management. 
The  product  can  be  integrated  with  existing 
systems  such  as  Oracle-Financials. 

• STOCKHOLDER — a system  developed  for 
Steel  Service  Centers  and  Steel 
Stockholders,  written  using  Informix 
Relational  Database  Management  System. 

The  core  activity  of  the  Business  Solutions 
unit  is  to  provide,  modify,  implement  and 
support  general  business  application  software, 
including  accounting,  distribution  and 
manufacturing,  using  the  Tetra  family  of 
products. 


Kalamazoo  is  one  of  the  top  independent 
computer  support  organizations  in  the  U.K. 
Through  its  Support  Services  business  unit, 
the  Computer  Division  provides: 

• Multi-Vendor  On-site  Support 

• Software  Support,  including  hot-line 
telephone  support 

• Network  Integration,  covering  all  aspects  of 
design,  installation  and  support  of  a 
network 

Recent  Projects  and  Major  Clients 

Kalamazoo’s  Computer  Division  has  a strong 
focus  on  the  motor  trade  and  manufacturing 
vertical  markets.  However,  the  company  also 
has  clients  in  other  industry  sectors. 

Exhibit  5 details  some  of  Kalamazoo’s  major 
clients. 


Exhibit  4 


Kalamazoo’s  Major  Clients 


Industry  Sector 

Client 

Process  Manufacturing 

Cow  & Gate  Nutricia  Ltd 

Bush  Boake  Allen  Flavors  and  Fragrances 

Solvay  Duphar 

Associated  Octel  Company  Ltd 

Utilities 

British  Gas 

Banking  & Finance 

Bristol  and  West  Building  Society 

Distribution 

Halfords  Ltd 

Wimpey  Group  pic 

Services 

Andersen  Consulting 

Motor  Manufacturing  and  Dealerships 

Ford 

Vauxhall 

Renault 

Fiat 

Source:  Kalamazoo  pic 
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INPUT  Assessment 

Kalamazoo  had  a stint  of  losses  in  the  early 
1990s  which  to  a large  extent  resulted  from  a 
lack  of  new  strategic  thinking  and 
development  of  the  company’s  business. 

Kalamazoo  has  made  a series  of  recent 
acquisitions.  Among  these  is  the  purchase  in 
June  this  year  of  EADS.  This  acquisition  will 
turn  the  company  into  the  leading  supplier  of 
motor  dealer  management  systems  in  Europe, 
with  annual  revenues  of  more  than  £ 50 
million. 

Another  benefit  of  the  acquisition  is  that 
Kalamazoo  will  gain  a stronger  international 


presence.  The  company  can  use  this  as  a 
springboard  to  successfully  gain  greater 
European  coverage — not  only  for  its  motor 
trade  business. 

Although  a focused  approach  to  the  market  is 
crucial  in  many  circumstances,  Kalamazoo 
has  perhaps  until  now  had  too  narrow  a 
definition  of  its  markets. 

A heavy  emphasis  on  UK  motor  trade  market 
has  limited  scope.  However,  a more 
international  approach  as  signaled  by  the 
EADS  acquisition  seems  to  be  in  the  cards. 

No  doubt,  Kalamazoo’s  other  business  units 
will  follow  the  same  pattern. 
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President  & CEO: 
Ten  City  Square 
Boston,  MA  02129 
Phone: 

Fax: 


John  F.  Keane 

(617)  241-9200 
(617)  241-9505 


C 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
4,493  (11/94) 
$ 175,808,454 
12/31/93 


Key  Points 

• Keane  is  a national  provider  of  custom 
software  development  and  related  professional 
services  to  major  corporations  and  health 
services  organizations. 

• Acquisitions  have  enabled  Keane  to  add 
capabilities,  increase  market  share  and  broaden 
geographic  distribution,  while  lowering  costs 
as  a percentage  of  revenues. 

• Two  major  acquisitions — GE  Consulting 
Services  in  January  1993  and  AGS  Computers 
in  January  1994 — have  expanded  Keane’s 


professional  services  operations  into  24  new 
locations  and  more  than  tripled  revenue — from 
$99  million  in  1992  to  estimated  1994  revenue 
of  more  than  $350  million. 

As  a result  of  the  acquisition  of  GE 
Consulting,  Keane  now  provides  services  to 
more  than  20  autonomous  operating  units  of 
General  Electric.  During  1993,  Keane 
generated  approximately  27%  of  its  revenues 
from  these  various  units  of  General  Electric. 

» In  August  1993,  Keane  expanded  its  health 
care  product  line  with  the  acquisition  of 
Professional  Healthcare  Systems,  adding 
approximately  150  hospitals  in  28  states  to 
Keane’s  client  base. 
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Company  Description 

Keane,  founded  in  1965,  is  a software  services 
company  that  designs,  develops  and  manages 
software  for  corporations  and  the  health  services 
industry.  Information  services  provided  by 
Keane  include  application  software  development 
professional  services,  systems  integration, 
systems  operations/outsourcing  and  applications 
software  products. 

To  better  assist  clients  in  aligning  their 
information  systems  and  to  stay  ahead  of  the 
competition,  Keane  is  concentrating  on  three 
areas: 

• Providing  relevant  services  that  embody 
Keane’s  experience 

• Lowering  costs  so  that  Keane  is  persistently 
more  competitive 

• Increasing  local  market  share  and  expanding 
geographic  distribution 

In  October  1993,  Keane  netted  $29.2  million  as 
a result  of  the  sale  of  1 . 5 million  shares  of 
common  stock. 

Organization  and  Structure 

Keane  markets  its  services  through  a network  of 
more  than  40  branch  offices  throughout  the  U.S. 
and  Canada.  Each  branch  is  a profit  center 
responsible  for  delivering  cost-effective  software 
development  services  and  highly  responsive 
service.  A corporate  infrastructure  supports  the 
branches  and  provides  quality  assurance  and  a 
consistent  business  approach. 

Keane  is  organized  into  two  divisions — the 
Information  Services  Division  (ISD)  and  the 
Healthcare  Services  Division  (HSD). 

ISD — This  division,  headquartered  in  Boston, 
provides  custom  application  development, 


project  management,  systems  integration  and 
application  and  help  desk  outsourcing  services 
primarily  to  the  manufacturing,  financial  services 
and  insurance  industries. 

• ISD  contributed  92%  ($160.9  million)  to 
Keane’s  1993  revenue,  compared  to  90% 
($89.4  million)  of  1992  revenue. 

• ISD  is  divided  into  two  regions — Eastern  and 
Western — each  headed  by  a vice  president. 

• ISD  currently  provides  its  custom  software 
development  services  through  its  headquarters 
in  Boston  and  a network  of  more  than  40 
branch  offices  in  major  cities  in  the  U.S.  and 
Canada.  Branch  offices  are  responsible  for 
providing  software  planning,  analysis,  design, 
implementation  and  maintenance  services  for 
clients  within  assigned  geographic  territories. 
Each  office  is  led  by  a resident  branch 
manager;  generally  employs  between  50  and 
150  technical  personnel;  and  has  typically  one 
or  more  client  sales  representatives,  consulting 
managers  and  personnel  recruiters. 

• ISD  offices  are  in  Albany,  Birmingham,  New 
York,  Rochester,  Syracuse,  Wappingers  Falls 
and  Woodbury  (NY);  Atlanta  (GA),  Austin, 
Dallas  and  Houston  (TX);  Bedford  (NH); 

Boca  Raton  and  Tampa  (FL);  Boston  (MA); 
Chicago  (IL);  Cincinnati  and  Columbus  (OH); 
Clark  (NJ);  Columbia  and  Rockville  (MD); 
Darien  and  North  Haven  (CT);  Denver  (CO); 
Detroit  (MI);  Los  Angeles  and  San  Jose  (CA); 
Louisville  (KY);  Milwaukee  (WI);  Minneapolis 
and  Rochester  (MN);  Philadelphia  (PA); 
Phoenix  (A Z);  Raleigh-Durham  (NC);  and 
Seattle  (WA).  Canadian  offices  are  in 
Montreal  and  Ste-Foy  (Quebec)  and  Ottawa 
and  Toronto  (Ontario). 
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HSD — -This  division,  headquartered  in  Melville 
(NY),  provides  financial,  patient  care  and  clinical 
software  and  associated  professional  services  for 
large  teaching  hospitals,  hospital  chains, 
community  hospitals  and  long-term  health  care 
facilities.  HSD  also  provides  systems  operations 
(facilities  management)  services  for  many  of  its 
hospital  clients. 

• HSD  contributed  8%  ($14.9  million)  to  1993 
revenue,  compared  to  10%  ($9.9  million)  of 
revenue  in  1992. 

• In  addition  to  the  Melville  headquarters,  HSD 
has  offices  in  Hunt  Valley  (MD)  and  Los 
Angeles  (CA). 


and  quality  software  solutions  in  line  with 
client  objectives. 

• Project  Management — Keane  is  best  able  to 
enhance  the  efficiency  of  the  software 
development  process  when  it  controls  the 
personnel  resources  of  a project  and  uses 
internally  developed  best  practices  and 
methodologies.  Hence,  the  company 
frequently  assumes  project  management 
responsibility  for  its  clients’  software 
development  efforts.  The  company  trains  its 
technical  staff  in  Productivity  Management, 
Keane’s  proprietary  methodology  for 
managing  software  development  projects  to 
complete  them  on  time  and  within  budget. 


Company  Strategy 

Keane  concentrates  on  six  factors  that  it  believes 
are  critical  to  its  success  and  to  enabling  the 
company  to  effectively  support  its  clients. 

• Targeted  Marketing  and  Sales — Keane  directs 
its  marketing  and  sales  efforts  toward 
corporations  and  health  care  organizations 
with  large  IS  budgets  and  recurring  needs  for 
custom  software  development.  The  company 
derives  its  revenue  primarily  from 
organizations  in  the  manufacturing,  financial 
services,  insurance,  health  care,  utilities, 
transportation,  telecommunications, 
pharmaceutical,  government  and  consumer 
goods  markets.  Organizations  in  these 
industries  generally  are  highly  information 
dependent  and  use  mission-critical  information 
as  a competitive  advantage. 

Keane’s  sales  representatives  are  assigned  a 
limited  number  of  accounts — generally  no 
more  than  six  to  eight — in  order  to  develop  an 
in-depth  understanding  of  each  client’s 
individual  needs.  These  representatives  are 
accountable  for  providing  responsive  service 


• Critical  Mass — Keane  believes  that  it  can 
grow  more  quickly  and  more  profitably  if  its 
branch  offices  reach  critical  mass — having 
sufficient  depth  and  breadth  of  technical  and 
managerial  resources  to  be  one  of  the  two 
largest  software  development  firms  in  a given 
market  and  enabling  Keane  to  respond  quickly 
to  client  requests  and  to  operate  more 
efficiently  by  spreading  overhead  costs  over  a 
larger  revenue  base.  The  acquisition  of  GE 
Consulting  Services  in  January  1993  increased 
the  market  share  of  1 1 existing  Keane  branch 
offices  and  allowed  Keane  to  position  itself  in 
ten  new  locations.  The  acquisition  of  AGS  in 
January  1994  increased  market  share  of  13 
existing  Keane  locations  and  expanded 
Keane’s  geographic  distribution  by  adding  14 
new  locations  in  the  U.S.  and  Canada. 

• Training — Keane  invests  significant  resources 
in  technical  and  management  training.  Keane 
trains  its  technical  personnel  in  Productivity 
Management,  as  well  as  other  relevant 
software  development  methodologies.  Keane 
also  offers  an  intensive  training  program  for 
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newly  employed  college  graduates  called  the 
Accelerated  Software  Development  Program. 

• Strategic  Service  Offerings— Keane  offers 
application  software  development  and 
maintenance,  as  well  as  information  system 
assessment,  application  outsourcing  and  help 
desk  services.  The  company  also  assists  in 
business  process  redesign,  information  systems 
planning,  client/server  planning  and 
development  and  technology  migration.  All  of 
these  services  include  Keane’s  project 
management  expertise  and  are  designed  to 
achieve  optimum  results  at  the  lowest  possible 
cost. 

• Continuous  Improvement — Because  of  its  size 
and  diversity  of  client  projects,  Keane  is  able 


Keane,  Inc. 

Five-Year  Financial  Summary 

($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

• Percent  change  from 

$175.8 

$99.3 

$95.6 

$90.0 

$77.2 

previous  year 

77% 

4% 

3% 

20% 

29% 

Income  before  taxes 
• Percent  change  from 

$15.6 

$10.4 

$9.5 

$8.8 

$6.0 

previous  year 

50% 

9% 

8% 

47% 

24% 

Net  income 

• Percent  change  from 

$9.1 

$6.3 

$5.9 

$5.2 

$3.6 

previous  year 

44% 

7% 

13% 

44% 

24% 

Earnings  per  share  (a) 

• Percent  change  from 

$1.14 

$0.85 

$0.81 

$0.75 

$0.61 

previous  year 

34% 

5% 

8% 

23% 

N/A 

(a)  Restated  to  reflect  a 3-for-2  stock  split  in  August  1993. 


to  learn  from  its  experience  at  one  branch 
office  or  hospital  site  and  refine  and  leverage 
that  experience  at  another  location.  Keane’s 
infrastructure  is  designed  to  capture  and 
continuously  improve  the  software 
development  and  maintenance  process.  Each 
branch  office  is  linked  electronically  so  that 
experiences  can  be  shared. 

Financials 

Keane’s  1993  revenue  reached  $175.8  million,  a 
77%  increase  over  1992  revenue  of  $99.3 
million.  Net  income  was  $9.1  million  in  1993, 
compared  to  $6.3  million  in  1992.  A five-year 
financial  summary  follows: 


Keane  management  attributes  1993  results  to 
the  following: 

• Revenue  from  ISD  reached  $160.9  million, 
up  80%  from  1992,  primarily  as  a result  of 
the  GE  Consulting  acquisition. 


• Revenue  from  HSD  was  $14.9  million  up 
50%  from  1992,  primarily  as  a result  of  the 
acquisition  of  Ferranti  Healthcare  Systems  in 
1 992  and  Professional  Healthcare  Systems  in 
August  1993. 
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Revenue  Analysis  by  Product/Service: 


INPUT  estimates  approximately  91%  of 
Keane’s  1993  revenue  was  derived  from  its 
various  professional  services,  7%  from 
integrated  systems  and  the  remaining  2%  from 
systems  operations  for  the  health  services 
industry. 


Interim  Results — Revenue  for  the  six  months 
ending  June  30,  1994  reached  $171.7  million,  a 
100%  increase  over  $85.7  million  for  the  same 
period  in  1993.  Net  income  rose  95%,  from 
$4.1  million  to  over  $8  million. 


• The  assimilation  of  AGS  Information 
Services  was  the  primary  factor  contributing 
to  Keane’s  increase  in  earnings  and  revenues. 


• As  a reflection  of  Keane’s  strong  operating 
performance  to  date,  on  July  28,  1994, 
Keane  announced  a 3-for-2  stock  split 
payable  on  September  7,  1994. 


Market  Financials 

INPUT  estimates  Keane’s  1993  revenue  was 
derived  approximately  as  follows: 


Discrete  manufacturing 30% 

Process  manufacturing 10% 

Health  services 11% 

Transportation 10% 

Banking  and  finance 8% 

Wholesale  trade 8% 

Utilities 6% 

Insurance  and  other  finance 5% 

Telecommunications 5% 

Retail  trade 4% 

Business  services 3% 


100% 


Electric  and  12%  ($21  million)  of  revenue 
came  from  IBM. 

As  a result  of  the  AGS  acquisition,  Keane  will 
also  derive  revenue  from  government  agencies 
in  the  U.S.  and  Canada  during  1994. 

Geographic  Markets 

Virtually  100%  of  Keane’s  1993  revenue  was 
derived  from  the  U.S. 

As  a result  of  the  acquisition  of  AGS  early  this 
year,  Keane  will  also  derive  revenue  from 
Canada  during  1994. 

Acquisitions 

Keane  has  completed  1 1 acquisitions  since  July 
1986  for  ISD,  ranging  in  annual  revenue  size 
from  approximately  $2  million  to  $170  million 
at  the  time  of  the  acquisition.  The  company 
believes  that  the  commercial  custom  software 
development  services  industry  is  highly 
fragmented  and,  as  a result,  expects  that  there 
will  continue  to  be  acquisition  opportunities. 

In  April  1994,  Keane  acquired  the  information 
services  business  of  The  Geary  Corporation,  a 
privately  held  software  services  operation 
based  in  Pittsfield  (MA)  with  annual  revenue 
of  approximately  $6  million.  Geary  provided 
software  services  similar  to  those  marketed  by 
ISD,  and  the  acquisition  has  strengthened  the 
critical  mass  of  Keane’s  operation  in  the 
Albany  (NY)  area. 

Effective  January  5,  1994,  Keane  acquired 
AGS  Information  Services  and  certain 
associated  businesses  from  NYNEX 
Worldwide  Services  Group,  Inc.  The 
acquisition  was  accounted  for  as  a purchase. 


Approximately  27%  ($47  million)  of  1993 
revenue  came  from  various  units  of  General 


• Included  in  the  purchase  were  AGS 
Information  Services;  Atkinson,  Tremblay  & 
Associates  of  Canada;  AGS  Federal 
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Systems;  AGS  Management  Systems;  and 
Lamarian  Systems,  Inc.  These  operations 
are  being  assimilated  by  Keane’s  ISD  unit. 

• The  acquired  businesses,  with  1993  revenue 
of  approximately  $171  million,  provide 
information  technology  consulting  services, 
including  systems  integration  and  staff 
supplementation,  to  businesses  and 
governments  in  the  U.S.  and  Canada.  The 
target  customer  market  ranges  from  small 
growth  oriented  companies  to  Fortune  500 
companies. 


• GE  Consulting,  with  annual  revenue  of  $85 
million  and  more  than  1,000  employees  at 
the  time  of  the  acquisition,  provides  software 
development  and  maintenance  services  to 
General  Electric  and  other  large  clients 
through  a network  of  21  branch  offices. 


• The  acquisition  allowed  Keane  to  combine 
12  overlapping  offices  to  increase  market 
share  as  well  as  reduce  operating  expenses  in 
these  cities  and  added  offices  in  1 1 cities  in 
which  Keane  had  not  previously  done 
business. 


• AGS  had  27  offices  employing  more  than 
2,000  employees.  The  acquisition  increased 
the  market  share  of  13  Keane  branch  offices 
and  expanded  Keane’s  geographic 
distribution  by  adding  14  new  locations  in 
the  U.S.  and  Canada. 

In  August  1993,  Keane  acquired  Professional 

Healthcare  Systems,  Inc.  (PHS)  of  Los 

Angeles  (CA)  for  $4.4  million. 

• PHS,  with  annual  revenue  of  approximately 
$15  million,  provides  applications  software 
products  to  the  health  services  industry. 

• The  PHS  acquisition  added  approximately 
150  hospitals  in  28  states  to  Keane’s  HSD 
client  base  and  added  software  for  large 
teaching  hospitals  and  hospital  chains. 


• As  a result  of  the  acquisition,  Keane 
currently  provides  services  to  more  than  20 
autonomous  operating  units  of  General 
Electric. 


• Keane  has  successfully  integrated  GE 
Consulting  into  its  ISD  organization. 

In  April  1992,  Keane  acquired  Ferranti 
Healthcare  Systems  Corporation  of  Hunt 
Valley  (MD)  for  approximately  $1.8  million. 
The  acquisition  was  accounted  for  as  a 
purchase. 


• Ferranti  was  a $7  million  provider  of  the 
Leadership  Series  software  for  acute-care 
hospitals  (no  longer,  marketed,  though 
currently  supported)  and  PC-based  financial 
software  for  long-term  care  facilities. 


• The  operations  of  PHS  have  been  merged 
into  HSD. 

Effective  January  1,  1993,  Keane  acquired  GE 
Consulting  Services  Corporation,  a wholly 
owned  subsidiary  of  General  Electric.  The 
total  cash  and  notes  paid  in  connection  with 
the  acquisition  and  noncompetition  agreement 
was  $37.7  million. 


• Ferranti  had  approximately  25  hospital 
clients  located  primarily  in  New  Jersey, 
Pennsylvania,  Delaware  and  North  Carolina 
and  about  200  long-term  facility  clients 
located  across  the  U.S. 

• The  operations  of  Ferranti  have  been  merged 
into  HSD. 
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Employees 

As  of  December  31,  1993,  Keane  had  2,363 
full-time  employees,  including  2,013  technical 
staff  whose  services  are  billable  to  clients, 
segmented  as  follows: 


ISD 2,057 

HSD 233 

Corporate 73 

2,363 


Keane  currently  has  4,493  employees, 
segmented  as  follows: 


ISD 4,130 

HSD 245 

Corporate 118 

4,493 


Key  Products  and  Services 

Information  Services  Division  (ISD) 

ISD  provides  custom  application  development 
services  generally  to  clients  with  large  and 
recurring  software  development  needs.  Clients 
are  generally  billed  on  a time  and  materials 
basis. 

ISD  services  address  the  full  software 
development  life  cycle  and  include: 

• Business  process  redesign 

• Information  strategy  planning 

• Business  system  analysis  and  design 

• Software  construction  and  testing 

• Project  management/training 

• Application  outsourcing 

• Client/server  planning  and  development 

• Technology  migration 

• IS  assessments 

• Help  desk  services 


The  majority  of  ISD’ s business  is  in  projected 
oriented  software  development,  followed  by 
contract  programming. 

In  the  ISD  area,  most  of  Keane’s  clients  are  in 
the  manufacturing,  financial  services  and 
insurance  industry  sectors. 

• Projects  for  manufacturing  clients  may 
involve  factory  operations,  materials 
management,  quality  assurance, 
warehousing,  dispatching,  and  distribution. 
Keane  has  also  assisted  manufacturing 
companies  with  other  applications  such  as 
accounting,  marketing  and  human  resource 
systems. 

• In  the  insurance  area,  Keane  has  managed 
projects  in  connection  with  applications  such 
as  claims  processing,  agency  management 
and  commissions,  coordination  of  benefits 
and  subrogation,  pension,  premium  and  loss 
reporting,  accounting,  compensation  and 
benefits  systems. 

• In  the  financial  services  area  Keane  has 
experience  in  applications,  including 
marketing,  mutual  fund  analysis,  fund 
tracking,  stock  transfer,  consumer 
information,  commercial  and  consumer 
loans,  cash  distribution,  accounting  and 
human  resource  systems. 

ISD  provides  methodologies,  software, 
seminars,  and  workshops  for  project 
management  as  follows: 

• Productivity  Management  (PM)  is  a 
proprietary  methodology  for  managing 
software  development  projects.  Keane's 
technical  staff  consistently  practices  PM  on 
all  project  assignments. 
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• The  Project  Manager  Development  Program 
(PMDP™),  introduced  in  1985,  is  designed 
to  develop  the  skills  required  for  technical 
managers  to  become  superior  project 
managers.  PMDP  training  is  required  for  all 
Keane  senior  project  managers. 

• Keane  also  provides  technical  training  to  its 
staff  and  clients  on  the  company's 
methodologies,  management  techniques,  and 
technical  skills  in  data  base  technologies, 
structured  design  and  programming,  and 
software  re-engineering  and  CASE.  Courses 
typically  involve  a combination  of  interactive 
self-study,  classroom  lectures,  and  hands-on 
problem  solving. 

• Keane's  Accelerated  Software  Development 
Program  is  designed  for  new  employees  who 
are  recruited  from  colleges  and  universities. 
These  computer  science  majors  learn  the 
skills  necessary  to  become  a productive 
entry-level  member  of  a Keane  branch  office. 

ISD  contract  examples  include  the  following: 

• Keane  has  been  awarded  a three-year,  $11.5 
million  contract  by  Carrier  Corporation  to 
provide  maintenance,  production  support 
and  enhancement  of  selected  software 
applications,  including  order  delivery, 
financial,  sales  and  marketing, 
manufacturing,  payroll/human  resources  and 
ancillary  applications  for  Carrier’s  business 
information  systems. 

• In  a joint  partnership  with  AT&T  Global 
Information  Solutions,  Keane  was  retained 
by  Delta  Air  Lines  to  lead  the  analysis, 
design,  construction  testing  and 
implementation  efforts  for  a new  automated 
cargo  management  system. 


• Keane  has  provided  a range  of  services  to 
3M  in  the  area  of  application  outsourcing, 
client/server  development,  project 
management  and  consulting. 


• Keane  has  assisted  NEC  Technologies  in 
implementing  client/server  technology  for  its 
customer  service  system  and  developed  a 
new  sales  forecasting  and  planning 
application. 


• Keane  is  assisting  New  England  Funds  to 
develop  an  information  retrieval  system  to 
drive  marketing,  promotional  and  service 
decisions. 

Healthcare  Services  Division  (HSD) 

HSD  develops,  markets  and  supports 
integrated  systems  for  most  major  health  care 
applications,  including  financial,  patient  care 
and  clinical  systems.  Products  are  targeted  to 
large  teaching  hospitals,  hospital  chains, 
community  hospitals  and  long-term  health  care 
facilities.  HSD  also  provides  systems 
operations  services  for  its  hospital  clients. 

Including  acquisitions,  HSD  products  are  now 
supported  in  approximately  1 80  hospitals  and 
400  long-term  health  care  facilities. 

Threshold™  is  Keane's  family  of  integrated 
open  software  products  for  50-  to  800-bed 
hospitals. 

• The  Threshold  family  of  products 
incorporates  a fourth-generation  language 
and  a relational  data  base.  Threshold 
products  operate  under  UNIX  and  can  run 
on  numerous  hardware  platforms.  The 
product  line  is  currently  available  on  DEC, 
EBM  and  Data  General  systems. 
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• Threshold  includes  a range  of  financial, 
patient  care  and  clinical  applications,  as 
follows: 

HSD  continues  to  market  and  support 
software  applications  previously  offered  by 
Professional  Healthcare  Systems  (PHS)  and 
the  long-term  care  system  previously  offered 

Financial  Management  Systems 

by  Ferranti. 

- Payroll/personnel 

- Materials  management 

- Accounts  payable 

- General  ledger/budgeting 

• LEADERSHIP  PLUS,  acquired  with 
Ferranti,  is  a PC-based  product  targeted  to 
long-term  care  facilities/nursing  homes.  The 
product  supports  resident  account 
management,  resident  care  management  and 

Patient  Management  Systems 

financial  management  applications.  It  has  an 

- ADT  (Admission,  Discharge,  and 
T ransfer)/inpatient  billing/  accounts 
receivable/collections 

- Registration/outpatient  billing/ 
accounts  receivable/collections 

- Medical  records/abstracting/reporting/ 
DRG  grouping 

- Central  index/chart  deficiency/chart 
tracking 

installed  base  of  approximately  450. 

• The  PATCOM  product  line,  acquired  with 
PHS,  is  a patient  accounting  system  targeted 
to  large  teaching  hospitals  and  hospital 
chains.  The  product  runs  on  Data  General 
computers  and  is  currently  being  converted 
to  a UNIX  environment.  There  are  currently 
more  than  170  PATCOM  installations. 

Clients 

Patient  Care  Systems 

A sample  of  Keane’s  clients  follows: 

- Order  communications/results 
reporting 

- Nursing  information 

Manufacturing — Bethlehem  Steel,  Coca-Cola 
Company,  E.I.  duPont  de  Nemours  & Co., 
Eastman  Kodak,  General  Electric,  IBM, 

Clinical  Systems 

Minnesota  Mining  and  Manufacturing  Co. 
(3M),  Motorola,  NEC  Technologies,  Sikorsky 

- Radiology 

- Pharmacy 

- Laboratory 

Aircraft,  Whirlpool 

Financial  Services — Bank  of  Boston  Corp., 
BayBanks,  Inc.,  Discover  Card  Services,  Inc., 

Supplemental  Systems 

Fidelity  Investments,  First  Bank  System,  Fleet 
Financial  Group,  GE  Capital  Corporation, 

- Nursing  home  information 

- Home  health  information 

- Mental  health  information 

Harris  Bankcorp,  Kidder  Peabody,  New 
England  Funds,  The  Putnam  Companies 

Insurance — Aetna  Life  Insurance,  American 

• There  are  currently  approximately  1 5 
Threshold  clients. 

International  Group,  CIGNA  Corporation, 
Commercial  Life  Insurance,  Liberty  Mutual 
Insurance,  New  Hampshire  Insurance,  New 

Keane,  Inc. 
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York  Life  Insurance,  Prudential  Group, 
UNUM  Corporation 

Health  Services — American  Medical 
International,  Baptist  Nashville,  Baylor 
University  Medical  Center,  Central  General 
Hospital,  Johns  Hopkins  Hospital, 
Massachusetts  General  Hospital,  Paracelsus 
Healthcare  Corporation 

Other — Avon  Products,  AT&T,  Delta  Air 
Lines,  ESPN,  Fabri-Centers  of  America,  GTE 
Data  Services,  McDonald’s  Corporation,  The 
Pillsbury  Company,  The  Putnam  Companies, 
Skybox  International 

Marketing  and  Sales 

Keane  markets  its  software  development 
services  and  software  products  through  its 
own  direct  sales  force  based  in  each  branch 
office. 

ISD  currently  has  about  100  salespeople  and 
HSD  has  about  8. 

Alliances 

HSD  is  a value-added  reseller  for  Data 
General,  EBM,  Hewlett-Packard  and  DEC. 

Competitors 

ISD  competitors  include  Andersen  Consulting, 
Computer  Horizons,  Computer  Task  Group, 
Analysts  International,  CAP  GEMINI  and 
Cambridge  Technology  Partners. 

HSD  competitors  include  HBO  & Company, 
Shared  Medical  Systems  and  Medical 
Information  Technology  (MEDITECH). 

INPUT  Assessment 

Keane  differentiates  itself  from  other  software 
organizations  in  three  primary  ways: 


A large  network  of  branch  offices  provides 
critical  mass  needed  for  rapid  response  at  a 
cost-effective  price 


• Twenty-nine  years  of  practical  experience  is 
captured  in  a set  of  tools  and  methodologies 
providing  consistent  high-quality  results 

• Delivering  software  solutions  appropriate  to 
the  scope  of  the  business  problem  minimizes 
risk  and  implementation  time 

The  AGS  acquisition  will  double  the  size  of 
Keane  and  give  it  the  ability  to  enter  the 
federal  sector 


Challenges  for  Keane  include: 

• Adding  various  units  of  NYNEX  to  its 
customer  base 

• Successful  assimilation  of  technical 
personnel  from  acquired  companies  while 
maintaining  a low  turnover  rate 
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Kenan  Systems  Corporation 


President:  Dr.  Kenan  Sahin 

One  Main  Street 
Cambridge,  MA  02142-1517 
Phone:  (617)225-2200 

Fax:  (617)225-2220 


Kenan 

Systems 


Private 
120  (7/95) 
$12,000,000* 
12/31/94 

* INPUT  estimate 


Status. 

Employees: 

Revenue: 

Fiscal  Year  End: 


Company  Description 

Kenan  Systems  Corporation  was  founded  in 
1983  to  build  st  rategic  soft  ware  applications 
for  large  companies.  The  company  currently 
provides  custom  application  development  and 
consulting  services  and  software  products  for 
enterprise-wide  decision  support  and 
transaction  systems. 


currently  develops,  markets  and  supports  two 
product  families: 

• Acumate™  ES  is  a multi-user,  client/server- 
based  on-line  analytical  processing  (OLAP) 
system  that  combines  the  power  of  decision 
support  software  (DSS)  with  ease  of  use  of 
executive  information  systems  (EIS). 

• Arbor™/BP  is  an  advanced  billing  and 
customer  care  platform  used  by 
international  telecommunications 
organizations,  on-line  service  providers  and 
cable  TV  suppliers  to  meet  a range  of  billing 
and  customer  support  needs. 


Software  products  are  provided  through  the 
company’s  Kenan  Technologies  division  which 


Organization  and  Structure 

Kenan  Systems  provides  applications 
development  and  consulting  services. 
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Kenan  Technologies  is  a division  of  Kenan 
Systems  that  was  formed  in  1989  to  leverage 
the  knowledge  the  company  had  gained  in 
strategic  systems  development  to  build  off-the 
shelf  software. 

In  addition  to  its  headquarters  in  Cambridge 
(MA),  Kenan  maintains  offices  in  Denver 
(CO),  Washington,  D.C.,  Bound  Brook  (NJ) 
and  San  Francisco  (CA).  The  company 
supports  European  operations  and  customers 
from  its  office  in  London  (England). 

Company  Strategy 

The  company’s  strategy  is  to  develop 
complementary  but  diverse  business  units  in: 

• Custom  application  software  development 

• On-line  analytical  processing  solutions, 
including  EIS/DSS  and  other  specialized 
applications 

• Billing  and  customer  care  solutions  for 
communications  and  on-line  service 
providers 

Financials 

INPUT  estimate’s  that  Kenan  Systems 
Corporation’s  1994  revenue  was 
approximately  $12  million,  compared  to  an 
estimated  $10  million  in  revenue  for  1993.  It 
is  anticipated  that  1995  revenue  will  increase 
25%. 

The  company  has  operated  profitably  since  its 
inception  in  1983. 

Revenue  Analysis  by  Product/ Service 

It  is  estimated  that  approximately  30%  of 
Kenan  Systems’  revenue  is  derived  from 
applications  development  and  consulting 
professional  services  and  70%  from  software 
products  offered  through  Kenan  Technologies. 


Industry  Markets 

Kenan  Systems  applications  development  and 
consulting  revenue  is  derived  primarily  from 
large  organizations  in  government  and  the 
communications  and  financial  services 
industries. 

Kenan  Technologies’  revenue  is  derived  from 
clients  in  a range  of  industries,  including 
consumer  packaged  goods,  pharmaceuticals, 
retail,  publishing,  insurance,  banking  and 
telecommunications. 

Geographic  Markets 

Approximately  75%  of  Kenan  Systems’  1994 
revenue  was  derived  from  the  U.S.  and  25% 
from  international  sources. 

Employees 

Of  Kenan  Systems’  120  employees, 
approximately  50  are  involved  with  custom 
software  development  and  consulting 
activities  and  70  with  software  products. 
Employees  are  segmented  approximately  as 
follows: 


Marketing  and  sales 15 

Customer  support 10 

Research  and  development 35 

Consulting 50 

General  and  administrative 10 


120 

Key  Products  and  Services 

Kenan  Systems  provides  professional  services 
and  software  products  as  follows: 

Professional  Services 

Kenan  Systems  offers  custom  applications 
development  and  consulting  services  in  the 
following  areas: 

• Decision  support  and  executive  information 
systems  (DSS/EIS) 
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• Budgeting  and  financial  modeling 

• Operations,  including  network  modeling  and 
simulation 

• Marketing  and  sales  applications  for 
analyzing  profitability,  market  share  and 
competitors 

• Statistical  sampling,  analysis  and  software 

Examples  of  recent  projects  include  the 
following: 

• A national  operations  simulation  model  for 
evaluating  the  impact  of  a multibillion 
dollar  equipment  deployment  program 

• An  automated  budgeting  system  for 
generating  a $40  billion  budget  and 
providing  computer-based  tools  for  analysis 
and  reporting 

• A client/server  system  that  provides  on-line 
access  to  competitor  and  market  information 

Software  Products 
Acumate  ES  is  an  on-line  analytical 
processing  (OLAP)  system  with  a client/server 
architecture  designed  to  increase  end-user 
productivity  by  providing  seamless  access  to 
and  analysis  of  enterprise-wide  data.  Users 
can  retrieve  and  analyze  business  data  using 
Acumate  ES’  graphically-based  analysis  and 
reporting  tools.  Executive  decision  makers 
and  analysts  can  drill  down,  roll  up  and  rotate 
through  views  of  data  for  answers  to  critical 
business  questions. 

• Acumate  ES  is  used  by  companies  seeking  to 
improve  efforts  in  sales  and  marketing, 
promotion  and  customer  analysis,  financial 
consolidation  and  modeling,  profit  planning 
and  portfolio  tracking. 


• Acumate  ES  is  based  on  Kenan’s 
Multiway™  multidimensional  database  and 
4GL  that  stores  data  in  multidimensional 
arrays  that  have  no  imposed  limits  on  size, 
number  or  complexity.  Multiway  also 
integrates  large  stores  of  data  from  multiple 
sources  with  dynamic  SQL  links  to 
relational  databases  such  as  DB2,  INGRES, 
Microsoft  SQL  Server,  Oracle,  Rdb  and 
Sybase. 

• The  Acumate  ES  product  family  includes 
the  following  components: 

- Multiway  is  a multidimensional  database 
and  development  environment  featuring  a 
4GL  and  application  programming 
interfaces  (APIs)  to  support  popular 
graphical  user  interface  (GUI) 
development  tools  such  as  Visual  Basic, 
PowerBuilder  and  C++.  Multiway  also 
includes  powerful  data  loading  tools 
designed  to  assist  database  administrators 
in  the  loading  and  configuring  of 
multidimensional  data  sets. 

- Acutrieve™  is  an  off-the  shelf  decision 
support  system  optimized  for  analysts  and 
other  data-intensive  users  that  provides  a 
generic  decision  support  application  for 
turning  data  into  information. 

- Spreadsheet  Toolkit  is  an  application  for 
analysts  who  want  to  access  subsets  of 
multidimensional  data  via  popular 
spreadsheets  such  as  Microsoft  Excel. 

- Acumate  VBXs  are  Visual  Basic  custom 
controls  with  Acumate-specific  capabilities 
built  in,  for  those  wishing  to  develop  their 
own  application  front-ends  under 
Windows. 

• There  are  currently  more  than  150  Acumate 
ES  installations  for  approximately  120 
clients  worldwide. 
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• In  Europe,  Acumate  ES  is  marketed  under 
the  name  Acumen™  ES 

Arbor/BP  is  a highly  configurable  UNIX-based 
billing  and  customer  care  solution  specifically 
designed  for  the  demands  of  the 
telecommunications  and  on-line  services 
industries. 

• Arbor/BP  provides  a range  of  billing 
functions,  including  message  processing, 
rating,  discounting,  bill  production, 
remittance  processing,  accounts  receivable, 
collections  and  journabng. 

• At  the  same  time,  Arbor/BP  provides  critical 
customer  care  functions,  such  as  customized 
bill  formatting  and  distribution,  on-line 
account  inquiry,  customer  provisioning  and 
invoice  adjustments. 

• The  system’s  design  emphasizes  data 
integrity  and  facibtates  error  tracking  and 
correction.  A fully  table  driven  architecture 
based  on  a relational  database  management 
system  allows  users  to  respond  to  evolving 
customer  needs. 

• Arbor/BP  is  engineered  to  grow  with  an 
enterprise  in  three  key  areas — transaction 
volume,  functionabty  and  customer  demand. 

• Arbor/BP  is  written  in  C and  leverages  open 
systems,  a distributed  client/server 
architecture  and  uses  standard  networking 
protocols. 

• Other  Arbor/BP  features  include  an  X- 
Windows  based  graphical  user  interface, 
multiple  windows,  full  color  options,  mouse 
support,  pop-up  menus  standard  reports 
and  support  for  multiple  languages  and 
currencies. 

• There  are  currently  12  Arbor/BP 
installations  for  7 clients. 


• During  1994,  Kenan  Technologies’  was 
awarded  a contract  for  an  Arbor/BP  billing 
application  for  AT&T’s  new  PersonaLink 
wireless  digital  assistant  service. 

Clients 

Professional  services  clients  include  the 
United  States  Postal  Service,  British  Royal 
Mail,  Signet  Bank  and  Citibank. 

Acumate  ES  clients  include  Tropicana 
Products,  Hechinger  Stores  Company,  British 
Petroleum,  the  Mars  Corporation,  Zeneca 
Pharmaceutical,  Prudential  Insurance,  GTE, 
Hewlett-Packard  and  Unisys. 

Arbor/BP  clients  include  AT&T,  British 
Telecom,  Delphi  Internet,  Motorola  and  U S 
WEST. 

Marketing  and  Sales 

Applications  development  and  consulting 
services  are  marketed  through  Kenan 
Systems’  direct  sales  force. 

Acumate  ES  is  marketed  through  direct  sales 
channels.  The  company  also  partners  with 
Digital,  Hewlett-Packard  and  selected  value- 
added  resellers  for  the  distribution  of 
Acumate  in  the  U.S. 

Arbor/BP  is  marketed  through  direct  sales 
channels  and  through  selected  business 
partners,  including  Hewlett-Packard,  Sun 
Microsystems,  AT&T  GIS  and  Sybase. 

Alliances 

Kenan  Systems’  has  alliances/agreements 
with  various  vendors,  including  Hewlett- 
Packard,  AT&T  GIS,  Sun  Microsystems, 
Unisys,  Sequent,  Sybase  and  Oracle. 
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Competition 

Applications  development  and  consulting 
services  competitors  include  Coopers  & 
Lybrand,  KPMG  and  Arthur  D.  Little. 

Acumate  ES  competitors  include  Comshare, 
Pilot  Software,  Arbor  Software  and  IRI. 

Arbor/BP  competitors  include  Cincinnati  Bell 
Information  Systems,  EDS,  Andersen 
Consulting  and  Computer  Sciences 
Corporation. 
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Case  House 

85-89  High  Street 

Walton  on  Thames 

Surrey 

KT12 1DL 

United  Kingdom 

Tel:  +44(0)  1932  248  328 

Fax:  +44(0)  1932  221  662 

http://www.kewill.com 


Century  Plaza  1 
1065  East  Hillsdale  Blvd. 
Foster  City,  CA  94404 
USA 

(415)  345-6000 
(415)  345-3079 


Chairman: 

Status: 

Revenue  (FYE  31-3-96): 
Number  of  Employees  (3/96) 


Kevin  Overstall 
Public 
£35.2  million 
358 
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Key  Points 

• With  strong  interim  results,  Kewill  looks  set 
for  continued  growth 

• Kewill’s  management  continues  to  have 
focused  product  and  market  strategy. 

Company  Description 

Kewill  develops  and  markets  supply  chain 
software  and  services.  The  company  has 
operations  in  the  U.K.,  Germany,  Netherlands, 
Austria,  Spain  and  USA.  Kewill’s  products  are 
distributed  both  directly  and  through  channel 
partners  in  more  than  20  countries. 


Kewill  Group  pic 
December  1996 


© 1997  by  INPUT.  Reproduction  Prohibited. 


MVNP-E 


INPUT  Vendor  Profile 


Kewill  was  established  in  1972  by  three 
business  consultants  and  was  from  the  outset 
focused  on  servicing  the  manufacturing  sector. 

Since  it  was  founded  in  the  early  1970s,  Kewill 
has  mainly  grown  by  acquisition.  Kewill  has 
been  reasonably  successful  in  following  this 
strategy  profitably.  According  to  the  Group’s 
management  Kewill  will  continue  to  follow 
while  also  growing  organically. 

Kewill  has  been  very  focused  in  its  acquisitions 
and  has  attempted  not  to  stray  to  far  from  its 
core  competencies.  This  will  continue  to  be  the 
case  in  the  future. 

Operations  and  Structure 

Kewill’s  main  activities  can  be  divided  into  five 
major  groups: 

• Kewill  Netherlands  Group  Consultancy 
Services  - professional  services 

• HAN  Dataport  - operating  in  Germany, 
Austria,  and  specializing  in  design 
(CAD/CAM)  software  and  services 

• Kewill  Omicron  - financial  management 
software  and  services 

• EDI  systems  and  services-  provided  by 
Kewill  Group’s  Meadowhouse  Bar-Laser  Ltd 
and  Kewill-Xetal 


• Warehouse  management  systems  - provided 
by  Process  Computing 

The  Group’s  board  is  composed  of  eight 
directors  of  whom  two  are  non-executive.  The 
Board  has  a wide  representation  of  directors 
from  subsidiaries  that  Kewill  has  acquired 
over  the  years.  This  supports  implementation 
of  consistent  strategies  through  the  Group. 

Kewill  has  sought  and  received  external 
funding  from  DTI  and  the  EEC  Esprit  projects 
for  research  and  development  of  its  products. 

Financial  Information 

For  the  past  three  years,  Kewill  has  shown 
steady  profitable  growth  with  increasing 
productivity  per  employee.  For  1996,  the 
company  had  after  tax  profits  of  £4.2  million  or 
$6.5  million.  Exhibit  1 shows  a three-year 
summary  of  Ke will’s  financial  results. 

For  the  first  six  months  of  FY97,  Kewill  saw 
revenues  increase  by  11%  to  £18.3  million 
while  pre-tax  profits  increased  by  24%  to  £3.2 
million.  This  interim  result  indicates  that 
Kewill  has  successfully  absorbed  the  two 
acquisitions  it  made  earlier  in  1996. 
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Exhibit  1 


Three-year  Financial  Summary, 
1994  to  1996,  (£  million)  (FYE  31-3) 


Year 

1994 

1995 

1996 

Revenue 

31.8 

33.7 

35.2 

Annual  Growth 

-4.7 

6.0 

4.5 

Profit  before  Tax 

4.0 

5.1 

6.1 

Employees 

335 

355 

358 

Revenue/  Employee  (£’000) 

95 

95 

98 

Source:  Kewill 


From  1993  to  1994,  Kewill  experienced  a 
decrease  in  revenues  and  was  due  to  the 
bankruptcy  of  an  independent  German 
distributor  for  the  company’s  HAN  Dataport 
products.  At  the  announcement  of  the 
interim  results  for  FY97,  the  German 
subsidiary  also  performed  under  par  with 
profits  down  14%  while  the  UK  saw  profits 
increase  by  60%. 

Market  Analysis 

Kewill  does  not  disclose  its  revenue  by 
delivery  modes.  Exhibit  2 details  INPUT’S 
estimates  of  the  company’s  turnover  for 
services  and  software. 


Exhibit  2 

Revenues  by 

Delivery  Mode,  1996,  $ Millions 


Delivery  Mode 

Revenues  in 
$ Millions 

Share 

Professional  Services 

25 

45% 

Applications  Software 

30 

55% 

Total  Software  & Services 

55 

100% 

Source:  INPUT  Estimates 
Numbers  are  rounded 


Exhibit  3 shows  Kewill  Systems  revenues  by 
geography. 


Kewill  Group  pic 
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Exhibit  3 

Revenues  by  Geographical 
Destination,  1996,  $ Millions 


Industry  Sector 

Revenues  in 
S Millions 

Share 

United  Kingdom 

21.9 

40% 

Rest  of  Europe 

22.4 

41% 

USA 

9.3 

17% 

Rest  of  World 

1.1 

2% 

Total  Revenue 

54.7 

100% 

Source:  Kewill 
Percentages  are  rounded 


Kewill  does  not  publish  its  revenues  by 
vertical  markets  but  as  the  product  overview 
will  show  the  company  offerings  are  very 
focused  on  manufacturing,  engineering  and 
retail  sectors. 

Key  Product  and  Services 

The  following  gives  an  overview  of  Kewill’s 
major  products  and  services. 

Products 

• MICROSS  - Manufacturing  management 
software.  Kewill’s  original  core  product. 

• Micro-MRP  addresses  the  same  market  as 
MICROSS,  but  was  developed  by  the  US 
company  Kewill  acquired  in  1989.  A new 
Windows  based  system  has  been 
developed. 

• Electronic  Data  Interchange  - The  core 
target  market  for  EDI  is  the  retail  supply 
chains.  Kewill  is  seeing  high  growth  for 
this  product  — also  in  new  areas  such  as 
home  shopping  — and  expects  the  EDI 
division  to  contribute  30%  of  UK  sales  in 
FY97. 


• CAD/CAM  Design  software  - spearheaded 
for  the  group  by  the  HAN  Dataport 
company. 

• Warehouse  Management  Systems  - 
Entered  the  product  list  with  the 
acquisition  of  Process  Computing  Limited. 
Kewill  believes  this  to  be  a natural 
complement  to  its  other  products. 

• Omicron  - Accounting  and  financial 
management  software  to  support  Kewill’s 
other  products.  Omicron  customers 
represent  all  vertical  markets. 

Services 

Many  of  Kewill’s  products  are  of  a complex 

nature  and  require  adaptation  to  the 

individual  customer’s  environment. 

Kewill’s  services  offerings  include: 

• Feasibility  Studies 

• Project  Planning 

• Implementation 

• System  Audit  Consultancy 

• Consultancy 

• Training  and  Education 

Recent  Projects  and  Major  Clients 

Exhibit  4 shows  a selection  of  Kewill’s  major 

clients. 
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Exhibit  4 


A Selection  of  Major  Clients 


Sector 

Company 

Petrochemical 

Shell  UK  Exploration 

Central  Government 

Ministry  of  Defense 

Manufacturing 

Guiness 

PepsiCo  International 

Glacier  Metal 

Retail 

Levi  Strauss 

Asda  Stores 

Transport 

Cathay  Pacific 

Royal  Dutch 

Source:  Kewill 


Acquisitions  and  Alliances 

• May  1996:  Acquisition  of  Meadowhouse 
Bar-Laser  Limited,  UK 

• March  1996:  Acquisition  of  Process 
Computing,  UK.  Process  provides 
warehouse  management  systems. 

• Acquisition  of  HAN  Dataport,  establishing 
Kewill  in  mainly  German-speaking  Europe 
but  later  also  Netherlands.  The 
incorporation  of  HAN  doubled  Kewill’s 
revenues. 

• Acquisition  of  Omicron  Management 
Software  Ltd.,  UK 

• Acquisition  of  MICRO-MRP,  USA. 
Manufacturing  management  software  and 
services 

• Acquired  Xetal  Systems,  which  specialized 
in  manufacturing  control  systems  to  the 


apparel  industry,  now  strongly  involved  in 
EDI 

• Acquisition  of  Trifid  Software  Ltd. 

Kewill  has  joint  marketing  activities  with 
IBM  Germany  for  HAN  Dataport’s  products. 

INPUT  Assessment 

Kewill  has  made  a steady  recovery  since 
1992,  when  its  share  prices  and  turnover 
crashed.  The  company  has  now  targeted  the 
Electronic  Data  Interchange  market  as  its 
direction  for  growth  over  the  next  year.  The 
acquisition  of  Meadowhouse  should  offer 
increased  opportunities  in  this  market. 

Kewill  impresses  with  a very  focused 
strategy  and  what  seems  to  be  strong 
management.  Expanding  the  professional 
services  activities  could  be  a natural  next 
step  with  Kewill’s  product  portfolio. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


July  1995 


Knight-Ridder  Information,  Inc. 


President  & CEO:  Patrick  J.  Tierney 

2440  El  Camino  Real 
Mountain  View,  CA  94040 
Phone:  (415)254-7000 

Fax:  (415)  254-8000 


Status:  Wholly-owned  subsidiary 

Parent:  Knight-Ridder,  Inc. 

Employees:  450  * 

Revenue:  $280,000,000 

Fiscal  Year  End:  12/31/94 

* INPUT  estimate 


Key  Points 

• Knight-Ridder  Information  provides 
electronic  information  for  mission-critical 
decision  support  in  science,  business,  news 
and  other  areas. 

• Effective  January  1,  1995,  Dialog 
Information  Services,  Inc.  changed  its  name 
to  Knight-Ridder  Information,  Inc.  in  order 
to  more  easily  relate  to  its  parent. 

• Knight-Ridder  Information  also  moved  its 
headquarters  from  Palo  Alto  (CA)  to 
Mountain  View  (CA). 


— 


• In  June  1995,  Knight-Ridder  Information 
announced  a new  product,  KR  ProBase™,  a 
Windows-based  access  to  its  DataStar 
databases. 

• Knight-Ridder  Information  has  agreed  to 
make  the  full  text  of  The  New  York  Times 
available  via  the  DIALOG  and  DataStar 
services  in  1996. 

Company  Description 

Knight-Ridder  Information,  formerly  known 
as  Dialog  Information  Services,  has  provided 
on-line  database  information  retrieval 
services  since  1972.  The  company  also  offers 
other  network  application  services, 
microcomputer  communications  software 
products  and  CD-ROM  products. 

• Knight-Ridder  Information  is  a wholly- 
owned  subsidiary  of  Knight-Ridder  Inc.,  a 
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global  newspaper  and  information  company, 
with  revenues  of  $2.5  billion. 

• In  August  1988,  Dialog  was  purchased  from 
Lockheed  by  Kmght-Ridder,  Inc.  for  $353 
million. 

• In  1993,  the  company  acquired  DataStar,  a 
European  on-line  service  to  complement  the 
DIALOG  on-line  service. 

The  company  currently  has  a collection  of 
more  than  600  databases. 

Organization  and  Structure 

Knight-Ridder  Information  has  been 
headquartered  in  Mountain  View  (CA)  since 
January  1995.  Prior  to  that,  the  company  was 
headquartered  in  Palo  Alto  (CA). 

Services  are  available  worldwide. 

U.S.  offices  are  located  in  Boston,  Cambridge, 
Chicago,  Houston,  Los  Angeles,  New  York, 
New  Jersey,  Philadelphia,  San  Francisco,  and 
Washington,  D.C. 

The  company  has  international 
representatives  in  Canada,  Australia,  Japan, 


and  throughout  Europe,  Asia,  the  Near  East 
and  Latin  America. 

Company  Strategy 

Knight-Ridder  Information  continues  to  focus 
on  becoming  a more  complete  information 
resource  for  the  corporate  market,  by 
extending  its  market  share  in  the  on-line 
database  services  markets  and  expanding  its 
information  sources. 

Pricing  for  services  is  based  on  content  and 
connect  time,  and  information  providers 
receive  a percentage  of  the  revenue  Knight- 
Ridder  Information  collects  from  the  user  as 
usage.  Therefore,  Knight-Ridder 
Information’s  strategy  is  to  work  with 
information  providers  to  increase  the  size  of 
the  market,  thereby  increasing  Knight-Ridder 
Information  revenue.  Serving  a broader 
business  market  is  key  to  Knight-Ridder 
Information’s  growth  strategy. 

Financials 

Knight-Ridder  Information’s  revenue  reached 
$280  million,  a 27%  increase  over  1993 
revenue  of  $220  million. 

A three-year  revenue  summary  follows: 


Knight-Ridder  Information,  Inc. 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

Revenue 

$280 

$220 

$167 

• Percent  change  from 
previous  year 

27% 

32% 

10% 

Revenue  Analysis  by  Product/ Service 
INPUT  estimates  that  90%  of  Knight-Ridder 
Information’s  1994  revenue  was  derived  from 
network  services,  5%  from  education  and 


training  professional  services  and  the 
remaining  5%  from  software  and  CD-ROM 
products. 
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Market  Financials 

Knight-Ridder  Information  targets  large  and 
small  businesses  for  its  information  products. 
More  than  80%  of  the  Fortune  500  companies 
use  DIALOG.  Clients  include  companies, 
research  institutions,  government  agencies, 
business  consultants,  libraries  and 
universities. 

The  company  has  more  than  200,000 
customers  in  150  countries. 

Geographic  Markets 

INPUT  estimates  that  approximately  75%  of 
Knight-Ridder  Information’s  revenue  is 
derived  from  the  U.S.  and  the  remaining  25% 
from  international  sources. 

Employees 

INPUT  estimates  that  the  company  has 
approximately  450  employees. 

Key  Products  and  Services 

Knight-Ridder  Information  offers  electronic 
information  access  and  delivery,  and  provides 
access  to  more  than  600  on-line  databases. 

The  DIALOG  Information  Retrieval  Service 
(DIALOG)  provides  on-line  access  to  more 
than  450  databases  containing  over  330 
million  articles,  abstracts  and  citations, 
covering  a variety  of  topics,  with  particular 
emphasis  on  business,  science  and  technology. 

• Materials  covered  include  technical  reports, 
conference  papers,  newspapers  and  public 
literature,  magazine  articles,  books, 
legislative  documents,  patents,  statistical 
data  and  ongoing  research. 

• The  data  available  on  DIALOG  ranges  from 
directory-type  listing  of  companies, 
associations  and  people;  in-depth  company 
financial  statements;  bibliographic  citations 
and  abstracts  that  reference  journals, 


conference  papers,  or  other  original  sources; 
to  the  complete  text  of  articles. 

• DIALOG  provides  databases  that  are 
updated  regularly  and  cover  information 
from  virtually  all  major  categories. 

Subjects  covered  include  the  following: 

- Agriculture  and  Nutrition 

- BioScience 

- Books  and  Monographs 

- Business  Information 

- Public  companies 

- Corporate  directories 

- International  companies 

- Economic  data 

- Financial  news 

- Markets,  products,  technologies 

- Industries 

- Product  listings  and 
announcements 

- General  business  information 

- Business  news 

- International  business  information 

- Travel 

- Chemistry 

- Computer  Technology 

- Energy  and  Environment 

- Law  and  Government 

- Medicine  and  Biosciences 

- News 

- On-line  Training  and  Practice 

- Patents  and  Trademarks 

- Popular  Information 

- Reference 

- Science  and  Technology 

- Social  Sciences  and  Humanities 

Additional  DIALOG  features  include: 

- DIALORDER,  for  on-line  ordering  of 
documents 

- DIALOG  Alert,  a current  awareness 
service 


Knight-Ridder  Information,  Inc. 
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- OneSearch,  for  searching  multiple 
databases  simultaneously 

- DIALOG  ERA  allows  the  redistribution  of 
data  found  on  DIALOG  to  clients  and  co- 
workers 

- REPORT,  for  customized  reporting 

- DIALINDEX,  for  on-line  help  in  selecting 
appropriate  databases  to  search 

- DIALMAIL,  for  electronic  delivery  of 
messages  and  search  results 

- KR  SourceOne,  a worldwide  fax-based 
document  delivery  system.  The  copy  of 
the  document  includes  the  full  text  plus  all 
figures,  graphics  and  drawings  that 
appeared  in  the  original  document. 

• Toll-free  telephone  hotline  support  is 
available  for  search  assistance  24  hours 
each  weekday,  from  3:00  p.m.  Sunday 
through  9:00  p.m.  Friday,  and  from  7:00 
a.m.  to  3:00  p.m.  Pacific  Standard  Time  on 
Saturday. 

• Dialog  offers  several  full-  and  half-day  basic 
and  advanced  training  seminars  for 
DIALOG  users.  The  DIALOG  system  one- 
day  seminar  includes  hands-on  experience 
and  is  offered  in  major  cities. 

- Special  ONTAP  (On-line  Training  and 
Practice)  files  are  available  at  a cost,  to 
customers,  who  wish  to  practice  their 
search  techniques. 

- A complete  user  manual,  Searching 
DIALOG,  A Complete  Guide,  is  available 
for  approximately  $80. 


DataStar  is  Knight-Ridder  Information’s 
European  on-line  information  service  that 
provides: 

• Information  on  European  companies,  both 
directory  listings  and  full  financials 

• Coverage  of  several  European  newspapers 
to  research  local  issues  and  business 
developments 

• Information  on  European  Union  and  single- 
market developments 

• Access  to  detailed  import/export  statistics  in 
the  TRADSTAT  database 

• Economic  and  political  information  on 
countries  worldwide 

In  June  1995,  Knight-Ridder  introduced  KR 
ProBase,  a client/server  application  that  is 
Windows-based  and  provides  access  to 
DataStar.  KR  ProBase  was  launched  in 
Europe  and  is  scheduled  to  be  released  in  the 
U.S.  during  the  second  half  of  1995. 

KR  BusinessBase  is  a personal  reference  tool 
that  provides  coverage  of  global  business  and 
access  to  over  6,000  authoritative  journals, 
newspapers  and  newswires,  magazines  and 
specialized  newsletters  and  1,000  financial 
analysts  at  investment  banks  and  research 
firms  worldwide. 

KR  ScienceBase  is  a tool  that  is  based  on 
DIALOG  and  targeted  to  scientists.  It 
provides  access  to  information  compiled  from 
sources  that  include  the  ones  listed  on  the 
following  page  and  others. 
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- The  Merck  Index 

- Elsevier  Science  Publishers 

- The  Royal  Society  of  Chemistry 

- BIOSIS 

- U.S.  Patent  and  Trademark  Office 

- Chemical  Abstracts  Service 

- National  Library  of  Medicine 

- Chemsearch 

KR  Information  OnDisc™  is  a collection  of 
nearly  70  titles  on  CD-ROM,  available  for  an 
annual  subscription  fee.  The  products  are 
generally  used  by  libraries  and  businesses  to 
expand  their  access  to  information  while 
controlling  costs.  Databases  are  available  for 
business,  education,  scientific  and  technical 
applications. 

Clients 

More  than  80%  of  the  Fortune  500  companies 
use  Knight-Ridder  Information’s  products  and 
services,  as  do  government  agencies,  business 
consultants,  libraries,  universities  and 
research  institutions. 

Marketing  and  Sales 

Knight-Ridder  Information  offers  its  products 
and  services  directly  to  customers  worldwide. 
The  company  has  more  than  30  sales  and 
support  offices. 

In  addition,  Knight-Ridder  Information  also 
sells  through  distributors  and  third-parties. 

• A joint  venture  between  the  company  and 
Southam  Electronic  Publishing  is  the 
distributor  in  Canada. 

• Third-party  companies  such  as  CompuServe 
and  Westlaw,  Individual,  Inc.  and  Personal 
Library  Software  also  offer  access  to  the 
company’s  content. 


Alliances 

In  June  1995,  Knight-Ridder  Information 
formed  an  agreement  with  The  New  York 
Times  Information  Services  Group  to  make 
the  full  text  of  The  New  York  Times  available 
via  the  DIALOG  and  DataStar  on-line 
services  beginning  in  the  first  quarter  of  1996. 

In  June  1995,  Knight-Ridder  entered  into  an 
exclusive  agreement  with  Derwent 
Information  Limited  to  produce  KR 
Information  OnDisc  Derwent  Petroleum  and 
Power  Engineering,  the  preeminent  CD-ROM 
database  for  patent  monitoring  in  the 
petroleum  and  power  engineering-related 
industries. 

Through  alliances  with  Telebase,  Inc.  and 
Advanced  Research  Technologies  (ART), 
Knight-Ridder  Information  offers  its  corporate 
customers,  custom  interfaces  that  give  quick, 
easy  access  to  the  company’s  information  for 
the  novice  user.  ART  links  access  through  the 
customer’s  current  network  while  Telebase 
uses  its  patented  Knowledge  Gateway 
platform.  Both  links  offer  customized  menu- 
driven  interfaces. 

Competition 

Knight-Ridder  Information  faces  competition 
from  Lexis  Nexis,  Dow  Jones  News  Retrieval 
and  NewsNet.  Competitors  for  general 
bibliographic  database  services  include 
America  On-line,  CompuServe  and  Prodigy. 


Parent  Company 

Knight-Ridder,  Inc. 

One  Herald  Plaza 
Miami,  FL  33132-1693 
Phone:  (305)  376-3800 
Revenue:  $2,648,961,000  (12/94) 
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KNOWLEDGEWARE,  INC.  Fran  Tarkenton,  Chairman  and  CEO 

3340  Peachtree  Road,  N.E.  Donald  P.  Addington,  President  and  COO 

Atlanta,  GA  30326  Public  Corporation,  NASDAQ 

(404)231-8575  Total  Employees:  776  (12/91) 

Total  Revenue,  Fiscal  Year  End 
6/30/91:  $124,277,000 


The  Company  Knowledge  Ware,  Inc.  develops  and  markets  computer-aided 

software  engineering  (CASE)  tools  that  automate  the  information 
systems  development  life  cycle.  KnowledgeWare's  tools  are  used  by 
corporations  and  government  agencies  to  help  data  processing 
professionals  automate  the  planning,  analysis,  design,  construction, 
and  maintenance  of  information  systems. 

• KnowledgeWare  was  founded  in  1979  as  Database  Design,  Inc. 
by  James  Martin.  The  company  changed  its  name  to 
KnowledgeWare,  Inc.  in  December  1985. 

• KnowledgeWare  merged  with  Tarkenton  Software,  Inc.  in 
December  1986  in  a pooling-of-interests  transaction. 

• In  August  1989,  IBM  purchased  approximately  1.1  million  shares 
(10%)  of  KnowledgeWare  common  stock  for  $10.5  million. 

• In  October  1989,  the  company  made  an  initial  public  offering  of 
three  million  shares  of  common  stock  (1.7  million  sold  by  the 
company  and  1.3  million  sold  by  stockholders).  Net  proceeds  to 
the  company  were  approximately  $19.3  million. 

• In  January  1991,  KnowledgeWare  acquired  certain  technology 
from  UDM  Technology,  Inc.  now  being  used  by  KnowledgeWare 
to  develop  CASE  tools  that  assist  in  the  development  of 
cooperative  processing  applications.  KnowledgeWare  also 
acquired  technology  from  QuinSoft  Corp.  that  is  being  used  to 
develop  CASE  tools  that  support  the  development  of 
client/server  applications. 

• In  August  1991,  KnowledgeWare  acquired  Language 
Technology,  Inc.  of  Salem  (MA)  for  $6  million.  Language 
Technology,  with  approximately  30  employees,  markets  CASE 
tools  for  the  maintenance  and  enhancement  of  existing  COBOL 
systems. 
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• In  October  1991,  KnowledgeWare  and  IntelliCorp  jointly 
announced  that  the  previously  announced  definitive  merger 
agreement  under  which  KnowledgeWare  was  to  acquire 
IntelliCorp  was  terminated.  Both  companies  are  continuing 
discussions  with  respect  to  possible  cooperative  development 
and/or  marketing  arrangements  aimed  at  offering  integrated 
CASE  solutions  for  the  UNIX  marketplace. 

KnowledgeWare’s  fiscal  1991  revenue  reached  $124.3  million,  an 
88%  increase  over  fiscal  1990  revenue  of  $66.2  million.  Net  income 
reached  $15.3  million,  compared  to  $9.8  million  in  fiscal  1990.  A 
five-year  financial  summary  follows: 


KNOWLEDGEWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/91 

6/90 

6/89 

6/88 

6/87 

Revenue 

• Percent  increase 

$124.3 

$66.2 

$32.9 

$14.0 

$11.0 

from  previous  year 

88% 

101% 

136% 

27% 

71% 

Income  (loss)  before  taxes 
• Percent  change 

$24.3 

$14.2 

$7.8 

$2.4 

$(2.4) 

from  previous  year 

71% 

82% 

232% 

199% 

5% 

Net  income  (loss) 

$15.3 

$9.8 

$6.3 

$2.0 

$(2.5) 

• Percent  change 
from  previous  year 

56% 

56% 

214% 

181% 

1% 

Earnings  (loss)  per  share 

$1.22 

$0.83 

$0.74 

$0.24 

$(0.45) 

• Percent  change 
from  previous  year 

47% 

12% 

208% 

153% 

19% 

KnowledgeWare  management  attributes  fiscal  1991  revenue 
increases  to  the  following: 

• Product  license  revenues  increased  over  100%  due  primarily  to  a 
significant  increase  in  the  number  of  unit  licenses  of  the 
company's  new  Application  Development  Workbench  products 
that  operate  under  the  OS/2  operating  system. 

• Service  agreement  revenues  increased  by  94%  due  to  initial  sales 
and  ongoing  renewals  of  service  contracts  on  a growing  installed 
base. 
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• Consulting  and  education  revenues  increased  111%,  which  was 
facilitated  by  an  increase  in  the  number  of  customer  assistance 
personnel  from  50  to  120. 

Research  and  development  expenditures  were  approximately  $14.0 
million  (11%  of  revenue)  in  fiscal  1991,  $7.9  million  (12%  of 
revenue)  in  fiscal  1990,  and  $5.1  million  (15%  of  revenue)  in  fiscal 
1989. 

Revenue  for  the  six  months  ending  December  31,  1991  was  $54.2 
million,  compared  to  $53.2  million  for  the  same  period  in  1990.  Net 
losses  of  $3.5  million  reflect  a $5  million  increase  in  research  and 
development  costs,  as  well  as  increases  in  sales  and  marketing  and 
general  and  administrative  expenses. 

During  mid- 1989,  Knowledge  Ware  entered  into  a series  of 
agreements  with  IBM  as  follows: 

• In  June  1989,  KnowledgeWare  entered  into  a license  agreement 
and  a development  agreement  with  IBM,  whereby 
KnowledgeWare  licensed  a portion  of  its  intelligent-encyclopedia 
technology  to  IBM,  and  agreed  to  jointly  develop  an  application 
development  product  for  incorporation  into  IBM's  AD/Cycle 
application  development  environment.  Under  the  terms  of  the 
license  agreement,  KnowledgeWare  received  license  fees  of  $2.6 
million  in  fiscal  1989  and  the  remaining  $2.4  million  in  January 
1990. 

• In  August  1989,  KnowledgeWare  signed  an  agreement  with  IBM, 
granting  IBM  the  non-exclusive  right  in  the  U.S.,  Puerto  Rico, 
and  Canada  to  market  Knowledge  Ware's  Information 
Engineering  Workbench  and  Application  Development 
Workbench  product  lines.  Effective  April  1991,  this  agreement 
was  amended  to  grant  IBM  the  non-exclusive  right  to  market 
three  additional  KnowledgeWare  mainframe  products- 
ADW/MVS,  IEW/MF,  and  the  ADW/Repository  Enablement 
Facility. 

• In  September  1989,  KnowledgeWare  was  selected  as  one  of  the 
three  original  IBM  Business  Partners  for  AD/Cycle  and  is 
currently  a member  of  the  IBM  International  Alliance  for 
AD/Cycle. 

As  of  June  30,  1991,  KnowledgeWare  had  841  employees.  As  of 
December  31,  1991,  the  company  had  776  employees,  segmented  as 
follows: 
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Marketing,  sales,  and  support  349 

Research  and  development  220 

Corporate  and  administration  207 

776 

Major  competitors  include  Intersolv,  Texas  Instruments,  Bachman 
Information  Systems,  and  Andersen  Consulting. 


Key  Products  and  Approximately  82%  of  KnowledgeWare's  fiscal  1991  revenue  was 
Services  derived  from  systems  software  product  licenses,  12%  from  software 

maintenance  services,  5%  from  consulting  and  education  services, 
and  the  remaining  1%  from  research  and  development  and 
technology  licenses. 

A three-year  source  of  revenue  summary  follows: 


KNOWLEDGEWARE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/91 

6/90 

6/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  product 
licenses 

$102.4 

82% 

$50.2 

76% 

$25.1 

76% 

Service  agreements 

15.2 

12% 

7.8 

12% 

4.0 

12% 

Consulting  and  education 

5.8 

5% 

2.7 

4% 

1.2 

4% 

Other 

0.9 

1% 

5.5 

8% 

2.6 

8% 

TOTAL 

$124.3 

100% 

$66.2 

100% 

$32.9 

100% 

Through  December  31,  1991,  KnowledgeWare  had  shipped  over 
75,800  copies  of  its  software  products  to  3,691  customers  worldwide. 

KnowledgeWare's  Information  Engineering  Workbench  (IEW)  and 
the  Application  Development  Workbench  (ADW)  product  lines 
consist  of  modular  software  tools  or  "workstations"  that  are 
methodology  independent,  employ  a common  graphical  user 
interface,  and  allow  users  to  enter  or  exit  any  phase  of  the 
development  cycle. 
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• KnowledgeWare's  products  have  been  developed  around  an 
architecture  that  incorporates  a proprietary,  intelligent 
encyclopedia-based  application  development  platform,  the 
Knowledge  Coordinator  and  Encyclopedia,  around  which  the 
company's  CASE  products  are  integrated. 

• IEW  products  are  designed  for  PC-DOS  and  MS-DOS 
environments.  ADW  products,  introduced  during  fiscal  1990,  are 
designed  for  operation  with  OS/2. 

The  workstations  that  comprise  ADW  and  IEW  include: 

• The  Planning  Workstation,  used  to  plan  information  systems 
based  on  the  goals  of  senior  management 

• The  Analysis  Workstation,  used  by  systems  analysts  to  graphically 
analyze  end-user  requirements  and  create  system  specifications 

• The  Design  Workstation,  used  by  programmers  to  graphically 
design  information  systems  and  to  create  detailed  physical 
specifications  for  constructing  the  system 

• The  Construction  Workstation,  used  by  systems  engineers  or 
programmers  to  generate  information  systems  from  the 
diagrammatic  specifications  contained  in  the  Design 
Workstation.  The  Construction  Workstation  is  typically  used  by 
individual  software  developers  to  compile,  link,  edit,  and  unit  test 
individual  portions  of  an  application  rather  than  the  entire 
complex  information  system. 

• The  Rapid  Application  Development  Workstation  (RAD), 
Documentation  Workstation  (DOC),  and  Construction 
Workstation  400  (CWS  400),  the  newest  additions  to  the 
company’s  product  line,  were  made  available  to  customers  on  an 
early  release  basis  in  June  and  December  1991. 

- RAD  combines  rapid  interactive  prototyping  with 
nonprocedural,  object-oriented  design  methods  to  arrive  at  an 
application  specification. 

- DOC  facilitates  the  creation  and  management  of  requirement, 
design,  and  system  level  documentation  based  on  information 
captured  in  the  ADW  Encyclopedia. 

- CWS  400  produces  COBOL  source  code  for  applications  that 
run  in  AS/400  environments.  Code  is  generated  from  high- 
level  design  specifications  created  in  the  Design  Workstation. 
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• IEW/GAMMA  is  typically  used  by  programmers  to  generate 
information  systems  from  the  diagrammatic  specifications 
produced  by  the  Design  Workstation.  IEW/GAMMA,  a 
mainframe-based  tool,  generates  COBOL  source  code  and  can 
tailor  applications  for  specific  data  base  environments. 

• IEW/Mainframe  Knowledge  Coordinator  and  Encyclopedia 
uploads  information  developed  in  both  the  IEW  and  ADW 
Planning,  Analysis,  Design,  Documentation,  and  Rapid 
Applications  Development  Workstation  products  for  system 
management,  analysis,  and  reporting  at  the  mainframe  level.  It  is 
not  a required  component  of  the  KnowledgeWare  product  line 
but  is  designed  to  coordinate  applications  being  developed  at  the 
workstation  level  and  provides  for  centralized  control  and  data 
security. 

• ADW/MVS  is  a host-based  tool  set  designed  for  use  with  both 
the  ADW  and  IEW  workstation  product  sets.  It  allows 
consolidation  of  the  company's  tool  development  information 
among  multiple  development  teams  prior  to  storage  in  IBM's 
Repository  Manager/MVS. 

• ADW/Repository  Enablement  Facility  (REF)  supports  the 
transfer  of  information  between  the  company's  CASE  tools  and 
IBM's  Repository  Manager/MVS. 

• Cross  System  Product  Enablement  Facility  (CEF),  available  for 
use  with  both  IEW  and  ADW,  allows  application  developers  to 
combine  the  graphic  interface  of  KnowledgeWare's  workstation 
tools  with  IBM's  CSP.  CEF  uses  the  CSP/AD  generator  to 
produce  applications  developed  through  the  IEW  or  ADW 
Planning,  Analysis,  and  Design  Workstations. 

As  a result  of  the  acquisition  of  Language  Technology  in  August 

1991,  KnowledgeWare  also  offers  three  re-engineering  products  for 

IBM  and  compatible  mainframes  under  MVS/SP  and  MVS/XA. 

• Inspector,  introduced  in  1986,  is  a COBOL  portfolio  quality 
analysis  tool. 

- Inspector  uses  established  measurement  criteria  and  provides 
a customization  option  that  allows  the  user  to  measure 
existing  COBOL  systems  against  in-house  standards  for  new 
COBOL  code  development. 

- There  are  currently  120  clients  using  Inspector. 
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• Recoder  automatically  restructures  a COBOL  program  by 
understanding  the  program's  control  flow  and  mathematically 
simplifying  it  into  functionally  identical  structured  COBOL. 

- Recoder  can  automatically  recode  any  COBOL  program  that 
is  accepted  by  an  IBM  compiler. 

- Over  180  clients  that  have  Recoder  licenses. 

• Pinpoint,  introduced  in  1987,  is  a COBOL  source  code  analyzer. 

- The  product  generates  detailed  control  flow  information  in  a 
variety  of  report  formats.  The  information  provided  by 
Pinpoint  is  used  to  resolve  design  problems  that  should  be  re- 
engineered to  improve  total  program  quality. 

- There  are  currently  110  clients  using  Pinpoint. 

Support  services  provided  by  KnowledgeWare  to  its  software  clients 
include  the  following: 

• A 90-day  limited  warranty  on  personal  computer  software 
products 

• A one-year  warranty  on  mainframe-based  products 

• Maintenance  and  support  beyond  the  initial  warranty  periods  for 
an  annual  fee,  payable  in  advance 

• Hotline  assistance  between  8:30  a.m.  and  8:00  p.m.  (EST) 
weekdays 

KnowledgeWare  also  offers  training  courses  in  support  of  its 
software  products  and  for  various  topics  related  to  CASE. 


KnowledgeWare's  revenue  is  derived  from  all  industry  sectors. 

KnowledgeWare  markets  its  products  primarily  to  the  MIS 
departments  of  Fortune  500  companies  and  similarly  sized  financial, 
governmental,  and  telecommunications  organizations  worldwide. 

The  company's  largest  end-user  customer,  IBM,  accounted  for 
approximately  10%  of  KnowledgeWare's  software  product  license 
revenues  in  fiscal  1991. 
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Geographic  Approximately  71%  of  KnowledgeWare's  fiscal  1991  revenue  was 

Markets  derived  from  the  U.S.  and  29%  from  international  sources.  A 

three-year  summary  of  geographic  source  of  revenue  follows: 


KNOWLEDGEWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

6/91 

6/90 

6/89 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

$88.2 

71% 

$53.0 

80% 

$23.4 

71% 

Export  revenue 
- Canada 

2.9 

2% 

1.3 

2% 

0.8 

2% 

- Europe 

28.8 

23% 

9.4 

14% 

7.2 

22% 

- Australia 

2.3 

2% 

1.2 

2% 

1.2 

4% 

- South  America 

1.3 

1% 

0.6 

1% 

0.2 

1% 

- Asia 

0.7 

1% 

0.7 

1% 

0.1 

— 

TOTAL 

$124.3 

100% 

$66.2 

100% 

$32.9 

100% 

KnowledgeWare  has  23  U.S.  regional  offices:  Novi  Atlanta  (GA); 
Bellevue  (WA);  Boston,  Cambridge,  and  Quincy  (MA);  Chicago 
(IL);  Clayton  (MO);  Dallas  and  Houston  (TX);  Hartford  (CT); 
Inglewood  (CO);  Iselin  (NJ);  Los  Angeles,  Newport  Beach,  and  San 
Francisco  (CA);  McLean  (VA);  Minnetonka  (MN);  New  York  and 
Tarrytown  (NY);  Novi  (MI);  Philadelphia  and  Pittsburgh  (PA);  and 
Portland  (OR). 

KnowledgeWare's  products  are  distributed  internationally  through 
various  member  firms  of  Ernst  & Young  International. 

• In  August  1989,  KnowledgeWare  opened  a sales  support  office  in 
Belgium  to  assist  its  European  distributors.  The  ongoing 
operations  of  that  office  were  subsequently  assumed  by  Ernst  & 
Young  International. 
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Peat  Marwick  L.L.P. 


Chairman: 

767  Fifth  Avenue 
New  York,  NY  10153 
Phone: 

Fax: 


Jon  C.  Madonna 


(212)  909-5000 
(212)  909-5299 


KPMG 


Status:  Private  Limited  Liability  Partnership 

Employees:  74,400 

Total  Revenue:  $7,500,000,000 

Worldwide  Information 

Services  Revenue:  $790,000,000 

Fiscal  Year  End  (worldwide):  9/30/95 


Key  Points 

• KPMG  Peat  Marwick  L.L.P.  is  a professional 
services  consulting  firm  and  is  one  of  the 
“Big  6”  accounting  and  auditing  firms. 

• In  the  U.S.,  consulting  represents  the  fastest 
growing  segment  of  KPMG’s  business — with 
revenue  up  37%  in  fiscal  1995. 

• KPMG  offers  consulting  in  strategy  and 
financial  management,  operations 
management,  and  technology,  with  a focus 


on  delivering  measurable  operational 
improvements  of  time,  cost,  and  quality  in 
its  clients’  business  operations. 

• In  support  of  its  technology  consulting, 
KPMG  maintains  a network  of  Advanced 
Technology  Laboratories  across  the  U.S. 
offering  applied  technology  research  and 
development,  product  evaluation,  and 
leading  edge  research  in  the  application  of 
advanced  technologies  such  as  mobile 
computing. 

• Through  its  Nolan  Norton  Institute,  KPMG 
delivers  benchmarking  expertise  in  the 
strategic  use  of  information  technology  to 
achieve  business  objectives. 
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Company  Description 

KPMG  Peat  Marwick  L.L.P.  is  the  U.S. 
organization  of  Netherlands-based  KPMG,  a 
professional  services  firm  with  approximately 
74,400  personnel  operating  worldwide,  with 
offices  in  810  cities  in  142  countries. 

KPMG  offers  a wide  range  of  value-added 
consulting,  assurance,  and  tax  services 
through  five  lines  of  business: 

• Financial  services 

• Health  care  and  life  sciences 

• Information,  communications,  and 
entertainment 

• Manufacturing,  retailing,  and  distribution 

• Public  services 

Organization  and  Structure 

The  national  line-of-business  structure  is 
deployed  within  each  of  ten  geographic  areas. 
The  result  is  a matrix  organizational  structure 
that  focuses  primarily  on  the  lines  of  business 
supported  by  the  10-area  network. 

Consulting  personnel  are  further  matrixed  by 
core  skill  and  functional  expertise.  This 
structure,  while  complex,  allows  the  firm  to 
leverage  appropriate  resources  to  deliver 
dynamic  cross-functional  teams  to  meet  the 
needs  of  a particular  client. 

Internationally,  the  firm  is  working  to  improve 
consulting  delivery  capabilities  on  a global 
basis  through  Project  Globe,  an  initiative  to 
establish  a suite  of  core  competencies  to 
provide  services  consistently  throughout  the 
world. 

Key  KPMG  executives  are  summarized  in  the 
exhibit. 


Exhibit 

KPMG  Key  Executives 


Name 

Title 

Jon  C.  Madonna 

Chairman  and  CEO 

Paul  C.  Reilly 

National  Managing  Partner 
Financial  Services 

Ronald  L. 
Merriman 

National  Managing  Partner 
Healthcare  and  Life  Sciences 

Roger  S.  Siboni 

National  Managing  Partner 
Information,  Communications 
and  Entertainment 

William  Simon 

National  Managing  Partner 
Manufacturing,  Retailing  and 
Distribution 

Thomas  E. 
Richards 

National  Managing  Partner 
Public  Services 

Ted  A.  Fernandez 

National  Managing  Partner 
Strategic  Services  Consulting 

KPMG’s  consulting  practice  includes  the 
following  specialized  units: 

• The  Nolan  Norton  Institute  provides 
technology  research  and  analysis  and 
strategy  consulting. 

• Advanced  Technology  Laboratories  offer 
applied  research  and  development  and 
emerging  technology  integration. 

Company  Strategy 

KPMG’s  strategy  is  to  help  clients  improve 
their  business  performance  through  a global 
network  of  industry  professionals  who 
anticipate  issues  and  develop  creative 
solutions.  To  meet  this  goal,  the  firm  believes 
that  today’s  clients  must  have  access  to  a team 
of  professionals  who  together  offer: 

• Breadth  and  depth  of  experience  in  the 
industry  in  which  the  client  competes 
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• Understanding  of  the  functional  operation  of 
the  clients’  business 

• Core  skills  in  three  areas — strategy  and 
financial  management,  operations 
management,  and  technology 

KPMG  has  moved  aggressively  into  the 
information  technology  (IT)  consulting 
market.  As  part  of  its  efforts  to  capture  a 
dominant  share  of  this  growing  market, 

KPMG  acquired  a SAP  consulting  firm  (Setae), 
which  gave  KPMG  immediate  access  to 
consultants  with  experience  in  SAP 
implementations. 

KPMG  views  industry  specialization  as  an 
essential  component  of  the  firm’s  full-service 
strategy.  The  firm  develops  services  within 
the  various  industry  groups  it  targets. 

KPMG’s  strategy  is  to  use  alliances  selectively 
to  enhance  its  own  capabilities  and  improve  its 
response  times.  Through  these  alliances,  the 
firm  offers  clients  a full  range  of  high-quality 
systems  integration  services,  industry-  and 
technology-specific  expertise,  and  faster 
delivery  of  technology  solutions. 

Financials 

KPMG’s  total  worldwide  revenue  for  fiscal 
1995  was  approximately  $7.5  billion, 
compared  to  approximately  $6.6  billion  in 
fiscal  1994  (restated  to  reflect  total  billing  to 
clients). 

KPMG’s  worldwide  consulting  revenue  was 
$1.5  billion  in  fiscal  1995,  compared  to 
approximately  $990  million  in  fiscal  1994. 

KPMG’s  worldwide  information  services 
revenue  was  $790  million  in  fiscal  1995, 
compared  to  $505  million  in  fiscal  1994. 


Market  Financials 

KPMG’s  clients  range  from  start  up  firms  with 

high  potential  for  growth  to  large  established 

companies  in  the  following  targeted  markets: 

• Financial  services — Includes  banking  and 
finance,  insurance  investment  banking, 
mutual  funds,  real  estate,  and  pension  funds 

• Health  care  and  life  sciences — Includes 
biotechnology,  medical  technology,  research 
institutions,  pharmaceutical  manufacturing, 
drug  and  medical  product  distributors, 
hospitals,  outpatient  centers,  residential 
care  facilities,  physician  groups,  and 
HMOs/IPOs/other  service  plans 

• Information,  communications,  and 
entertainment — Includes  publishing, 
information  services,  entertainment, 
telephone  systems,  cable  television,  cellular 
transmission,  broadcasting,  software, 
computers  and  peripherals,  consumer 
electronics,  and  semiconductors 

• Manufacturing,  retailing,  and  distribution — 
Includes  raw  materials,  processing, 
assembly  and  manufacturing,  wholesaling, 
retailing,  transportation,  and  distribution 

• Public  services — Includes  federal,  state,  and 
local  agencies,  and  higher  education  and  not- 
for-profit  institutions 

These  markets  appeal  to  KPMG  for  the 

following  reasons: 

• They  are  characterized  by  large,  complex 
information  technology  organizations 

• They  have  a history  of  consultant  use 

• They  show  clear  industry  trends  of  growth 
and  complexity 
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• They  often  have  complex,  transaction-based 
internal  operations 

Geographic  Markets 

Approximately  31%  ($2.3  billion)  of  KPMG’s 
fiscal  1995  revenue  was  derived  from  the  U.S. 
and  the  remaining  69%  ($5.2  billion)  from 
international  sources. 

In  the  U.S.  (fiscal  year  ending  June  30,  1995), 
KPMG  announced  that  its  consulting  revenue 
was  up  37%  in  fiscal  1995. 

In  fiscal  1995,  approximately  58%  of  KPMG’s 
consulting  revenue  was  derived  from  the  U.S. 
and  the  remaining  42%  from  international 
sources. 

In  fiscal  1995,  approximately  49%  ($384 
million)  of  KPMG’s  information  services 
revenue  was  derived  from  the  U.S.  and  51% 
from  international  sources,  as  compared  to 
approximately  45%  ($225  million)  from  the 
U.S.  and  55%  from  international  sources  in 
fiscal  1994. 

Acquisitions 

In  April  1996,  KPMG  acquired  Webb  and 
Shirley,  a leading  retail  and  consulting  firm. 

In  July  1995,  KPMG  acquired  the  San 
Francisco  Consulting  Group,  a 
telecommunications  consultancy  that  offers  a 
range  of  services,  including  strategic  planning, 
market  planning  and  analysis,  network  and 
product  design  and  development,  network  and 
systems  design,  technology  assessment,  and 
technical  management  studies. 

In  January  1995,  KPMG  completed  its 
acquisition  of  Setae,  Inc.  and  Setae  Mexico  S. 
A.  de  C.  V. 

• Setae — a leading  SAP  consulting  firm — has 
implemented  a range  of  consulting  projects 
for  companies  reengineering  their 


organizations  with  SAP’s  integrated 
business  applications  software. 

• At  the  time  of  the  acquisition,  Setae  had  70 
consultants  who  had  experience  with  SAP 
R/2  and  R/3. 

Employees 

Worldwide,  KPMG  has  approximately  74,400 
personnel  including  over  6,000  partners.  The 
U.S.  firm  has  more  than  16,000  personnel, 
including  more  than  1,400  partners. 

Key  Products  and  Services 

KPMG’s  overall  consulting  capabilities  cover  a 
range  of  both  private  and  public  sector  client 
needs.  Services  cover  a range  of  strategy  and 
financial  management,  operations 
management,  and  information  technology 
implementation  and  integration. 

A typical  KPMG  consulting  engagement 
involves  more  than  a single  capability;  for 
example,  an  engagement  could  consist  of 
strategic  consulting  on  reengineering  the 
finance  function,  followed  by  technology 
implementation  of  client/server  software  to 
support  the  reengineered  function. 

Major  offerings  across  the  five  lines  of 
business  are  as  follows: 

Core  Skills 

• Strategy  and  financial  management — 
Includes  strategy  services  covering  business, 
product,  market,  organization,  and 
technology;  financial  advisory  services, 
including  corporate  finance,  mergers  and 
acquisitions,  risk  management  and 
evaluation,  and  appraisals;  and  large-scale 
privatization  projects  (through  the  KPMG 
subsidiary,  Barents) 

• Operations  management — Services  focus  on 
improving  the  performance  of  an 
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organization’s  operating  functions  through 
the  integration  of  business  process 
reengineering,  activity-based  measurement, 
and  change  management. 

• Technology — Services  focus  on  solving 
business  problems  through  the  application  of 
technology,  including  the  implementation  of 
enterprise-wide  client/server  packages  such 
as  SAP  and  Oracle;  and  the  application  of 
leading-edge  technologies  such  as  mobile 
computing  and  wireless  and  wide-area 
networking. 

Functional  Focus 

• World-Class  Finance — Transformation  of  the 
finance  function  and  the  role  of  the  CFO 
through  reengineering  and  technology 
deployment 

• World-Class  Human  Resources — 
Transformation  of  the  human  resources 
function  and  the  role  of  the  HR  manager 
through  technology  deployment 

• Sales  Force  Automation — Transformation  of 
the  sales  and  marketing  process  through 
reengineering  and  the  deployment  of  mobile 
computing  technology 

• World-Class  Information  Technology — 
Transformation  of  the  IT  function  and  the 
role  of  the  CIO  through  reengineering  and 
technology  deployment 

• Supply  Chain — Transformation  of  the 
unique  functions  of  targeted  industries 

Clients 

A representative  list  of  KPMG’s  clients 
includes: 

• American  General 

• Apple  Computer 

• Black  & Decker 

• Blue  Cross  and  Blue  Shield 


• Boeing 

• Bristol-Myers  Squibb 

• Chase  Manhattan 

• Chrysler 

• Du  Pont  Merck 

• Emory  University  System  of  Health  Care 

• Hewlett-Packard 

• Hoechst  Celanese 

• McGraw-Hill 

• North  American  Van  Lines 

• Pacific  Bell 

• Pepsi-Cola 

• R.R.  Donnelley 

• Ryder  Systems 

• Salomon  Brothers 

• State  of  Michigan 

• U.S.  Department  of  Agriculture 

• U.S.  Department  of  the  Army 

• Union  Carbide 

• Xerox 

Marketing  and  Sales 

KPMG’s  marketing  strategy  is  to  target 
selective  markets.  KPMG  surveys  100%  of  its 
clients  in  an  effort  to  continually  improve 
client  satisfaction  by  meeting  or  exceeding 
expectations.  The  company  has  successfully 
leveraged  this  initiative  in  its  marketing 
efforts. 

As  a result  of  its  focus  on  client  satisfaction, 
the  firm  benefits  from  extensive  word-of- 
mouth  client  referrals  as  well  as  repeat  work 
among  its  existing  client  base. 

KPMG  uses  advertising,  public  seminars,  and 
vendor-supported  programs  to  good 
advantage. 

Alliances 

KPMG  forms  alliances  to  either 
expand/enhance  the  firm’s  expertise  or  service 
offerings,  or  to  provide  the  company  entry  into 
new  or  emerging  markets.  Sample  alliances 
include  those  with: 
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• Leading  software  providers  such  as  Baan, 
J.D.  Edwards,  Lawson,  Oracle,  PeopleSoft, 
SAP,  and  System  Software  Associates 

• Major  hardware  vendors  such  as  Compaq, 
Digital  Equipment  Corporations,  Hewlett- 
Packard,  IBM,  and  Sun  Microsystems 

• Other  software  providers  serving  particular 
industry  segments  such  as  retail  or  health 
care 

• Other  middleware  and  tools  providers — e.g., 
communications  or  performance  tuning — 
that  enable  integrated  solutions 

Competition 

In  consulting,  KPMG  competitors  include 
large  professional  services  firms,  strategy 
firms  that  are  moving  into  implementation, 
and  hardware  vendors  offering  professional 
services. 

Specifically,  KPMG  competes  with  Andersen 
Consulting,  Ernst  & Young,  Coopers  & 
Lybrand,  Deloitte  & Touche,  Price 
Waterhouse,  Computer  Sciences  Corporation, 
Electronic  Data  Systems,  Digital  Equipment 
Corporation,  and  International  Business 
Machines  (IBM). 


INPUT  Assessment 

Some  of  KPMG’s  strengths  include: 

• A high  level  of  technical  and  management 
expertise 

• A strong  alliances  that  expand/enhance  the 
firm’s  offerings 

• Strong  set  of  tools  and  methodologies 

• Vertical  industry  knowledge 

Challenges  over  the  coming  year  include: 

• Building  on  the  37%  consulting  revenue 
growth  achieved  in  the  U.S.  in  fiscal  1995  to 
capture  a major  share  of  the  information 
technology  consulting  market 

• Given  the  competition  in  the  industry  for 
talent,  attracting  the  “right”  professionals: 
experienced  consultants  with  functional 
expertise  and  core  skills  in  strategy 
consulting,  operations  improvement,  and 
technology 

• Further  leveraging  the  intellectual  assets  of 
the  firm  through  additional  investment  in 
technology-based  tools 

• Leveraging  KPMG’s  dominant  position  in 
the  government  and  education  markets 
through  new  software  and  consulting 
products  and  strategic  partnerships 
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President:  Raymond  Lafonfaine 

1253  McGill  College  Avenue 
Suite  1070 

Montreal,  Quebec  H3B  3Y5 
Phone:  (514)392-9193 

Fax:  (514)861-4114 


Status:  Public 

Employees:  1,000(4/95) 

Revenue:  $ 70,183,000  ($  Cdn.) 

Fiscal  Year  End:  3/31/95 


Key  Points 

« LGS  Group  Inc.  is  a major  provider  of 
systems  integration  and  other  information 
technology  services  in  Canada. 

• LGS  has  expertise  in  telecommunications 
architecture  and  development, 
telecommunications  management, 
information  systems  architecture  and 
development  and  EDI  implementations. 

• LGS’  European  subsidiary,  Anabel  S.A., 
maintained  its  position  during  fiscal  1995, 
posting  revenue  of  $10.6  million. 


• Tighter  cost  controls,  along  with 
administrative  changes  made  in  offices  to 
increase  efficiency,  led  to  net  earnings  of 
$286,000  during  fiscal  1995,  a noticeable 
improvement  over  the  previous  year  when 
the  company  reported  a loss  of  $1.4  million. 

Company  Description 

LGS  Group  Inc.  is  one  of  the  top  ten  systems 
integrators  in  Canada.  The  company  also 
provides  management  consulting  professional 
services,  outsourcing  services  and  several 
proprietary  software  products  and 
methodologies. 

LGS  supports  a client  base  of  more  than  500 
public  and  private  sector  firms  through  twelve 
Canadian  and  three  French  offices. 
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LGS  was  founded  in  Montreal  in  1979  by 
Raymond  Lafontaine,  Andre  Gauthier  and 
Jerome  Shattner,  three  former  IBM  Canada 
managers. 

Organization  and  Structure 

During  fiscal  1995,  LGS  continued  to  undergo 
major  organizational  changes,  including  the 
creation  of  a corporate  office  and  two 
operational  divisions. 

* The  Corporate  Office  is  made  up  of  the 
president  and  key  executives  who  have  been 
freed  from  current  operational 
responsibilities  to  devote  more  time  and 
effort  to  strategic  concerns.  Objectives  of 
this  office  include  setting  and  enforcing 
internal  standards  on  human  resources, 
business  processes  and  project  management. 
Additionally,  this  office  oversees  research 
and  development,  explores  new  market 
opportunities  and  develops  strategic 
alliances  with  business  partners. 

• The  Canadian  Operations  Division  and 
European  Operations  Division  focus  on  their 
respective  markets  and  work  to  develop 
close  relationships/partnerships  with  their 
clients. 

LGS  operates  out  of  eleven  offices  across 
Canada  and  its  100%-owned  European 
subsidiary,  Anabel  S.A.,  with  three  offices  in 
France. 

Canadian  offices  are  in  Montreal  and  Quebec 
City  (Quebec),  Toronto  and  Ottawa  (Ontario), 
Winnipeg  (Manitoba),  Regina  and  Saskatoon 
(Saskatchewan),  Calgary  and  Edmonton 
(Alberta)  and  Vancouver  and  Victoria  (British 
Columbia). 

French  offices  are  in  Belfort,  Paris  and  Lyon. 


Company  Strategy 

The  LGS  mission  is  to: 

• Enable  companies  to  improve  their  business 
processes  through  cost-effective 
implementation  of  information  technology 

• Help  clients  establish  a meaningful  vision  of 
the  future 

• Assist  clients  in  their  strategic  direction  by 
designing,  building  and  managing  relevant 
information  technology  solutions 

LGS  has  set  a goal  to  become  a multinational 
player  with  a presence  in  Canada,  the  U.S., 
Europe  and  Asia.  LGS  has  completed  initial 
expansion  into  Europe  through  its  acquisition 
of  France-based  Anabel  S.A. 

Financials 

LGS’  fiscal  1995  revenue  reached  $70.2 
million,  a 17%  increase  over  fiscal  1994 
revenue  of  $59.9  million.  Net  income  rose  to 
$286,000,  up  from  a net  loss  of  $1.4  million  in 
fiscal  1994. 

LGS  management  primarily  attributes  fiscal 
1995  results  to  the  following: 

• Canadian  revenues  (representing  85%  of 
total  revenue)  increased  23%  during  fiscal 
1995.  Offices  in  Western  Canada 
experienced  15%  growth;  revenues  in 
Quebec  increased  22%;  revenue  in  Ontario 
jumped  34%. 

• LGS  operations  in  France  posted  a 7% 
reduction  in  revenues  between  fiscal  1994 
and  1995.  During  the  past  year,  LGS  has 
stepped  up  efforts  in  the  delivery  of  fixed- 
price  projects,  some  of  which  exceeded  their 
original  estimates,  resulting  in  decreased 
revenues. 
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• Expenditures  rose  only  13%  during  the  year,  A five-year  financial  summary  follows  (all 
reflecting  tighter  cost  controls  and  results  are  reported  in  $ Canadian): 

organizational  changes  initiated  during 
fiscal  1992  and  completed  during  fiscal 
1995. 


LGS  Group  Inc. 
Five-Year  Financial  Summary 
($  Millions) 


Fiscal  Year 

Item 

3/95 

3/94 

3/93 

3/92 

3/91 

Revenue 

$70.2 

$59.9 

$56.0 

$50.0 

$52.0 

• Percent  change  from 

previous  year 

17% 

7% 

12% 

(4%) 

11% 

Income  (loss)  before  taxes 

$0.5 

$(2.0) 

$1.4 

$(3.7) 

$2.4 

• Percent  change  from 
previous  year 

125% 

(243%) 

138% 

(a) 

(254%) 

(31%) 

Net  income  (loss) 

$0.3 

$(1.4) 

$0.8 

$(3.2) 

$1.4 

• Percent  change  from 

previous  year 

121% 

(275%) 

125% 

(329%) 

(33%) 

(a)  Includes  losses  of  $400,000  related  to  the  Anabel  acquisition  and  restructuring. 


Losses  in  fiscal  1994  were  primarily  due  to 
additional  costs  incurred  for  the  delivery  of 
information  systems  to  LGS  clients,  the  write- 
off of  certain  assets  and  significant 
investments  in  marketing  efforts  related  to 
several  major  systems  integration  and 
development  contracts. 

Interim  Results 

Revenue  for  the  three  month  ending  June  30, 
1995  reached  $19.7  million,  a 24%  increase 
over  $15.8  million  for  the  same  period  in  1994. 
Net  earnings  reached  $382,000,  compared 
with  net  earnings  of  $101,000  for  the  same 
period  a year  ago.  Results  were  attributed 
primarily  to  effective  cost  controls  and 
increased  revenue  in  nearly  all  offices. 

Market  Financials 

LGS  targets  companies  in  banking,  insurance, 
trusts,  wholesale  and  retail  distribution, 


transportation,  energy  resources  (oil,  gas, 
hydro),  utilities,  manufacturing,  health, 
education,  government  (federal,  provincial, 
municipal),  public  services  and  the  media. 

Fiscal  1995  revenue  was  derived 
approximately  as  follows: 


Government 42% 

Distribution/transportation 

and  manufacturing 28% 

Banking/insurance 27% 

Other 3% 


100% 

INPUT  estimates  LGS’  fiscal  1995  revenue 
was  derived  approximately  as  follows: 


LGS  Group  Inc. 
September  1995 


©INPUT  1995.  Reproduction  prohibited. 


Page  3 of  6 


INPUT  Vendor  Profile 


Systems  development/ 

systems  integration 65% 

Consulting 20% 

Systems  operations 10% 

Software  product  licenses  5% 


100% 


Geographic  Markets 

Approximately  85%  of  LGS’  fiscal  1995 
revenue  was  derived  from  Canada  and  15% 
from  France.  A three-year  geographic  source 
of  revenue  summ  ary  follows: 


LGS  Group  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

3/95 

3/94 

3/93 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

Item 

$ 

Total 

$ 

Total 

$ 

Total 

Canada 

$59.6 

85% 

$48.6 

81% 

$48.2 

86% 

France 

10.6 

15% 

11.3 

19% 

7.8 

14% 

Total 

$70.2 

100% 

$59.9 

100% 

$56  0 

100% 

Acquisitions 

Since  1987,  LGS  has  expanded  its  Canadian 
operations  with  three  acquisitions: 

• Ultracom  Consulting  Services  Ltd.  (Ottawa), 
in  1987 

• QRD  Systems  Consultants  Ltd.  (Edmonton), 
in  1987 

• L&L  Informatique  (Chicoutimi),  in  1989 

In  1989,  LGS  expanded  into  France  through 
the  acquisition  of  Anabel  S.A. 

Employees 

As  of  March  31,  1995,  LGS  had  approximately 
1,000  employees,  of  which  90%  were  engaged 
in  providing  services  and  10%  in 
administrative  functions. 

The  company  currently  has  about  1,000 
employees — including  more  than  850 
employees  in  Canada  and  the  remainder  in 
France. 


Key  Products  and  Services 

LGS  offers  a range  of  information  technology 
services  as  follows: 

• Business  integration : 

Management  consulting 
Evaluation  and  audit 
Strategic  planning 
Technology  monitoring 
Global  business  architecture 
Business  process  reengineering 
Change  management 
Interim  management 
Training 

• Systems  integration: 

Systems  architecture 
Client/server  environments 
Quality  assurance 
Systems  design  and  development 
Integrated  telecommunications 
networks  design  and  development 
Implementation  and  maintenance 
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Training 

Prime  contracting  and  risk 
management 

• Outsourcing: 

Systems  development  and 
maintenance 

Client/server  environments 
Telecommunications  management 
Call  center  management 
Information  highway  servers 
management 
Hotline  services 
Business  functions 

LGS  has  expertise  in  new  technologies  such  as 
electronic  commerce  and  EDI,  open  system 
interconnection  (OSI),  the  information 
superhighway,  integrated  digital  transmission 
(voice,  data,  image),  systems  development 
methodologies,  project  management  tools, 
relational  databases,  image  processing, 
client/server  networks  and  working  group 
support  systems. 

The  company  also  has  vertical  expertise  in 
banking,  insurance,  trusts,  wholesale  and 
retail  distribution,  transportation, 
manufacturing,  health,  education,  government 
(federal,  provincial,  municipal),  public 
services  and  the  media. 

The  company  has  received  recent  contract 
awards  from  Workman’s  Compensation  of 
Ontario,  Hydro-Quebec,  Prudential  Insurance, 
Alberta  Energy,  Manitoba,  Telephone, 

Revenue  Quebec,  Standard  Life  and  Canadian 
Depositories  for  Securities  (CDS). 

The  LGS  Software  Studio™,  officially 
launched  in  September  1992,  is  a centralized 
workshop  that  allows  LGS  and  its  clients  to 
design  information  systems  solutions  in  a 
laboratory  environment.  Information  systems 
can  be  created  more  effectively,  with  higher 


quality,  lower  costs  and  more  quickly  at  a 
centralized  location  with  advanced  equipment 
and  specific  tools  for  design  re-engineering 
together  with  expert  LGS  personnel  familiar 
with  the  specific  equipment. 

• The  LGS  Software  Studio  is  most  effective 
for  systems  planning,  building  parallel 
systems  and  systems  upgrading.  It  follows 
the  principle  of  Concurrent  Engineering. 

• Components  of  The  LGS  Software  Studio 
include  the  following: 

- The  Design  Lab  is  used  to  define  global  or 
system  specific  architectures,  re- 
engineering business  processes  and  fine- 
tune  ideas,  prototypes  and  user-system 
interfaces. 

- The  Production  Centre  turns  the  business 
solution  emerging  from  the  Design  Lab 
into  operating  applications  software. 
Production  is  completed  in  parallel  with 
design  and  is  based  on  the  reuse  of  tested 
components  and  automated  code 
generation.  Verification  and  validation 
are  done  by  prototyping. 

- The  Enhancement  Workshop  supports 
effective  design  and  implementation  of 
changes  and/or  upgrades  in  the 
information  system. 

• LGS  has  studios  in  operation  in  Montreal, 
Ottawa,  Quebec  City,  Toronto,  Vancouver 
and  Belfort  (France). 

Products 

As  part  of  its  consulting,  project  contracting 
and  outsourcing  services,  LGS  will  also  sell 
methodologies  and  internally  produced 
applications  software. 

LGS  has  a series  of  methodologies  (LGS 
Inspiration)  for  managing  and  conducting 
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assignments  that  are  now  packaged  as 
follows: 

• In-PLAN  (strategic  planning) 

• In- VENT  (business  process  reinvention) 

• In-ARCH  (global  architecture) 

• In-DEV  (systems  development) 

• In-PRO  (project  management) 

LGS  offers  several  tools  that  were  originally 
developed  for  specific  clients  and  subsequently 
obtained  for  distribution  rights. 

• E.D.I  Trans/Form,  EDI  software 

• C.S.I.O.  Trans/Form,  EDI  (Canadian 
Standards  Insurance  Organization) 

• LGS  Healthcare  Solution,  patient  record 
and  administration  software 

• Distribution  Management,  software  for 
managing  wholesale  and  retail  operations 

• Integrated  Telephone  Systems,  focusing  on 
call  center  management  and  integrated 
voice  response  systems 

Clients 

Systems  integration/systems  development 
clients  include  Desjardins  Group,  Ontario 
Government  and  Prudential  Insurance. 

Outsourcing  clients  include  Air  Canada, 
Hydro-Quebec  and  Carrefour  Group. 

LGS  has  developed  call  management  systems 
for  companies  such  as  Hydro-Quebec  and  CF 
Cable  TV. 

Other  clients  include  Banque  Laurentienne, 
Banque  Nationale,  Bombardier,  Canadair, 
CDS,  Consolidated  Bathurst,  CSST, 

Federation  de  Quebec  des  Caisses  populaires 
Desjardins,  Fiducie  du  Quebec,  La  Defense 
nationale,  La  Sauvegarde,  La  Solidarite,  Loto- 


Quebec,  MacKenzie  Financial  Services, 
Ministere  de  lExpansion  regionale,  Oerlikon. 
Office  municipal  d’habitation  de  Montreal, 
Provigo  inc.,  Revenu  Quebec,  Secal  (Alcan 
Canada),  SICO  inc.,  Societe  des  alcools  du 
Quebec,  STCUM  and  Workman’s 
Compensation  of  Ontario. 

Marketing  and  Sales 

LGS  markets  its  products  and  services 
through  a direct  sales  force  and  various 
business  partners  where  appropriate. 

Alliances 

LGS  has  various  alliances/  marketing  with 
business  partners  in  North  America  and 
Europe. 

LGS  is  an  accredited  value-added  developer  of 
interactive  voice  response  (IVR)  call 
management  systems  for  Northern  Telecom. 

Competitors 

LGS’  major  competitors  in  Canada  include 
ISM  Information  Management  (IBM  Canada), 
SHL  Systemhouse,  Andersen  Consulting, 

DMR  Group  and  CGI  Group. 

In  France,  competition  comes  primarily  from 
Cap  Gemini  Sogeti,  Andersen  Conseil,  Sigma, 
SFMI  and  IPL. 

INPUT  Assessment 

LGS’  strengths  include  its  expertise  in 
telecommunications  and  project  management 
and  its  design  reengineering  tools. 

Challenges  for  LGS  include  competing  in  the 
business  process  reengineering  market 
against  much  larger  competitors,  including 
Andersen  Consulting;  expanding  European 
operations  outside  France;  and  expanding  the 
scope  of  the  Inspiration  methodologies  and 
applications  product  line. 
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LANDMARK  SYSTEMS 
CORPORATION 

8000  Towers  Crescent  Drive 
Vienna,  VA  22182 
Phone:  (703)893-9139 


Chairman  and 
CEO: 

President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Patrick  McGettigan 
Stephen  F.  Wright 
Private  Company 


250 

$47,400,000 

12/31/92 


(800)  227-891 1 
Fax:  (703)902-8178 


Key  Points 


Landmark  Systems  Corporation  has  moved  to  refocus  its  efforts  on 
the  systems  management  software  market,  including  a decision  to 
expand  to  non-IBM  platforms. 

During  1992,  Landmark  moved  into  the  non-IBM  market  with  the 
acquisition  of  Seattle-based  Strategic  Systems  Group,  a maker  -of 
UNIX-based  performance  monitors. 

Landmark  has  agreed  to  use  the  Tivoli  Systems,  Inc.  Management 
Environment  for  its  UNIX  systems  software. 

In  March  1993,  Landmark  sold  its  Eyewitness  CICS  fault  diagnosis 
product  to  Compuware  Corporation  in  order  to  focus  on  its 
performance  monitoring  products. 

LEGENT  Corporation  is  using  Landmark's  NaviGraphR  graphical 
user  interface  technology  for  its  data  center  workbench  architecture. 
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Company  Landmark  Systems  Corporation,  founded  in  1983,  develops  and 

Description  markets  systems  software  products  for  IBM  mainframes  and  UNIX 

environments.  The  company's  primary  products  are  performance 
monitoring  tools. 


Strategy 


Landmark's  strategy  is  to  be  a premiere  leader  in  performance 
management  tools  for  IBM  mainframes  and  open  system  environments. 


Financials 

Landmark's  1992  revenue  reached  $47.4  million,  a 3%  increase  over 
1991  revenue  of  $45.8  million.  A five-year  revenue  summary  follows: 


LANDMARK  SYSTEMS  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue  (a) 

$47.4 

$45.8 

$40.0 

$36.0 

$27.0 

• Percent  increase 

from  previous  year 

3% 

15% 

11% 

33% 

50% 

(a)  Company  estimates. 


Market 

Financials 


Landmark  markets  its  products  across  all  industries  to  users  of  IBM 
hardware  and  strategic  operating  platforms  as  well  as  UNIX-based 
system  users. 

One  hundred  percent  of  Landmark's  revenue  is  derived  from  the  sale  of 
systems  software  products. 


Geographic 

Markets 


Approximately  47%  ($22.4  million)  of  Landmark's  1992  revenue  was 
derived  from  the  U.S.  and  53%  ($25  million)  came  from  international 
sources. 


Operations/  U.S.  offices  are  in  Vienna  (VA),  Chicago  (IL),  Dallas  (TX),  and  Los 

Structure  Angeles  (CA). 

Landmark  also  has  distributors  in  20  countries. 
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Employees 

As  of  December  31,  1992,  Landmark  had  220  employees.  The  company 
currently  has  250  employees. 

Acquisitions/ 

Divestitures 

In  September  1992,  Landmark  acquired  Strategic  Software  Group,  Ltd. 
of  Seattle  (WA). 

• Strategic  Software  is  a supplier  of  UNIX-based  performance 
monitors.  Its  products  include  PROBE/X  and  PROBE/Net. 

• Strategic  Software  had  four  employees  at  the  time  of  the  acquisition. 
Its  operations  have  been  merged  into  Landmark. 

In  March  1993,  Landmark  sold  its  Eyewitness  CICS  fault  diagnosis 
product  to  Compuware  Corporation  of  Farmington  Hills  (MI). 

Key  Products 
and  Services 

Landmark  offers  software  products  for  IBM  mainframes  and 

compatible  computers  and  UNIX-based  systems. 

IBM-based  software  includes  the  following: 

• The  Monitor  for  CICSR,  the  company's  flagship  product,  provides 
real-time  monitoring  of  multiple  CICS  systems  from  a single 
terminal,  and  runs  even  when  CICS  stalls.  It  also  provides  on-line 
tuning  and  debugging,  and  batch  reporting.  The  Monitor  for  CICS  is 
currently  installed  at  over  7,000  sites  worldwide. 

• The  Monitor  for  MVS™  (TMON/MVS),  introduced  in  1989,  is 
designed  for  use  with  expanded  versions  of  MVS.  TMON/MVS 
supports  a number  of  functional  areas  previously  addressed  only  by 
individual  products,  including  real-time  exception  monitoring;  delay 
monitoring;  I/O  subsystem  monitoring;  collection  of  recent 
information;  and  on-line  storage,  collection,  and  reporting  of 
historical  performance  data.  TMON/MVS  is  currently  installed  at 
over  6,000  sites  worldwide. 

• The  Monitor  for  DB2  (TMON  for  DB2),  introduced  in  1990,  is  a 
complete  performance  monitor  for  IBM's  DB2,  providing  real-time, 
recent-past,  and  historical  monitoring  on-line.  The  user  can  monitor 
all  DB2s  on  a network  from  a single  terminal. 

• The  Monitor  for  VTAM  (TMON  for  VTAM),  introduced  in  1991, 
enables  systems  programmers  and  network  managers  to  effectively 
monitor  the  entire  communications  environment  in  detail. 
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Marketing 
and  Sales 


Alliances 


• NaviGraphR  is  a Windows-based,  client/server  performance 
graphical  analysis  tool  that  serves  as  a single  point  of  control  for 
Landmark's  performance  monitors. 

- NaviGraph  accesses  and  defines  data  from  mainframe  products 
and  then  uses  Windows  technology  to  display  the  information  on 
a distributed  workstation  in  a graphical  format. 

- Users  can  graphically  track  multiple  systems-MVS,  DB2,  CICS, 
VSE,  and  VTAM-across  multiple  CPUs,  all  from  one 
workstation  screen. 

• All  Landmark  monitor  products  are  linked  by  NaviGate,  a feature 
for  seamless  interproduct  communication.  With  NaviGate,  the  user 
can  diagnose  problem  areas  in  other  systems  on  the  network  that 
may  be  impacting  the  system  for  which  the  user  is  responsible, 
without  special  knowledge  of  those  systems  or  the  Landmark 
monitor  products. 

New  UNIX-based  products  available  from  Landmark  include  the 

following: 

• PROBE/Net  is  an  on-line  network-wide  performance  manager  for 
HP,  Sun,  and  IBM  systems.  PROBE/Net  delivers  client/server 
management  using  active  agents  on  any  number  of  managed’  nodes, 
from  one  or  more  central  management  stations.  PROBE/Net 
supplements  Sun  Connect's  SunNet  Manager  by  providing  answers 
to  performance  issues  down  to  the  process  level. 

• PROBE/X  is  a system-level  performance  monitor  that  includes  over 
20  screens  providing  information  on  disk  I/O,  CPU  utilization, 
memory  utilization,  activity  and  system  configuration,  file  access 
analysis  and  performance  concerns. 


Landmark  markets  its  products  in  the  U.S.  through  a direct  sales  force. 

Landmark  also  has  international  business  partners  (resellers)  in 
Australia,  Austria,  Brazil,  France,  Germany,  Hong  Kong,  Israel,  Italy, 
Japan,  Korea,  Malaysia,  Mexico,  the  Netherlands,  Peru,  Portugal, 
Singapore,  South  Africa,  Spain,  Sweden,  Switzerland,  Thailand,  the 
U.K.,  and  Venezuela. 


Landmark  is  working  with  Tivoli  Systems,  Inc.  and  Sun  Microsystems 
for  its  UNIX  systems  software. 
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Competitors 


In  April  1992,  Landmark  and  LEGENT  signed  a joint  development, 
marketing,  and  support  agreement  for  a suite  of  integrated,  cooperative 
systems  management  tools  and  advanced  performance  monitoring 
systems. 

• LEGENT  has  licensed  Landmark's  Navi  Graph  software  to 
accelerate  delivery  of  a data  center  workbench  architecture  that 
cooperatively  integrates  data  from  LEGENT  and  Landmark 
performance  products  and  displays  it  in  a consistent  graphical 
fashion. 

• LEGENT  and  Landmark  will  also  create  advanced  automated 
performance  solutions  by  integrating  Landmark's  TMON  family  of 
systems  monitoring  products  with  LEGENT's  AutoMate  data  center 
automation  products. 


Primary  competitors  include  Candle  and  Boole  & Babbage. 
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Lante  Corporation 


President:  MarkTebbe 

35  West  Wacker  Drive 
Suite  3200 
Chicago,  IL  60601 

Phone:  (312)236-5100 

Fax:  (312)236-0664 

Status:  Private 

Employees:  60  (12/93) 

Revenue:  $ 5 - $6  million* 

Fiscal  Year  End:  12/31/93 

* INPUT  estimate 

• Lante  has  extensive  experience  in  developing 
systems  related  to  workflow  management, 
customer  service  and  sales  and  marketing 
process  improvement. 

Key  Points 

• Lante  Corporation  is  a professional  services 
firm  that  has  pioneered  applying 

• The  company  has  grown  by  40%  to  60% 
annually  for  the  past  several  years  and  is 
operating  profitably. 

microcomputer  technology  for  productive 
use  in  corporate  environments. 

• The  company’s  business  has  evolved  from 
improving  the  performance  of  individuals  in 
corporations  to  the  implementation  of 
department  and  company-wide  information 

• The  company  s strategy  includes  developing 
a select  client  base — ideally  from  industry 
leaders  in  the  Fortune  100 — and  maintaining 
ongoing  relationships  with  these  clients. 
Lante  often  performs  projects  for  various 
operating  units  within  one  company. 

systems. 

• Lante  has  successfully  implemented  projects 
for  numerous  Fortune  1000  companies. 
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Company  Description 

Lante  Corporation,  founded  in  1984,  is  an 
information  technology  consulting  firm  that 
specializes  in  the  design  and  development  of 
client/server  business  solutions  for  Fortune  500 
firms  in  a range  of  industries,  including  discrete 
and  process  manufacturing,  health  care, 
telecommunications  and  information 
technology. 

Lante’ s focus  is  on  the  intelligent  application 
of  leading  edge  technologies  to  solve  strategic 
business  problems. 

Lante  has  been  recognized  as  a leader  in 
solution  design  and  development  involving 
SQL  databases,  client/server  technologies, 
group  computing,  enabling  technologies, 
business  process  refinement  and  rapid 
application  development  and  deployment. 

Organization  and  Structure 

Lante  is  headquartered  in  Chicago  and  has 
offices  in  New  York  and  San  Francisco. 

In  addition  to  President  Mark  Tebbe,  key 
officers  include: 

• Marc  Gusmano — Director  of  Technology 

• Jeff  Alvis — Director  of  Consulting 

• Scott  Smaller — -VP  of  Finance 

Company  Strategy 

The  original  mission  of  founder  Mark  Tebbe 
was  to  “creatively  apply  microcomputer 
technology  to  address  the  business  problems  of 
today’s  corporations,”  and  this  continues  to 
remain  the  company’s  driving  force. 

Lante’ s business  focus  is  delivering  strategic 
business  solutions , built  with  multiple 
technology  tools , using  a client-focused 


process  and  methodology,  that  improve  the 
business  results  of  its  clients.  The  company’s 
goal  is  to  ensure  that  its  clients  make  money 
through  the  intelligent  application  of 
information  technology. 

• The  solutions  Lante  develops  are  targeted  at 
supporting  a client’s  key  strategic  initiatives, 
oriented  toward  improving  their  ability  to 
serve  customers  more  effectively  and  usually 
involve  process  improvement  and  workflow 
management. 

• Lante’ s client-focused  approach  supports  a 
rapid  application  development  and 
deployment  methodology,  using  prototyping 
early  in  the  process  to  ensure  user  buy-in. 

• By  fully  involving  clients  in  the  project, 

Lante  is  able  to  transfer  its  skills  to  the  client 
team,  giving  the  client  the  ability  to  maintain 
and  support  the  application. 

Lante  seeks  to  maintain  its  competitive  edge 
by  ensuring  that  its  clients  maximize  the  return 
on  their  technology  investments.  This  includes 
identifying  how  the  investment  will  provide  a 
measurable  impact  for  the  client,  using  a 
practical  and  flexible  project  methodology  and 
transferring  technology  skill  to  clients. 

Financials 

INPUT  estimates  Lante’ s 1993  revenue  was 
approximately  $5  to  $6  million.  The 
company’s  revenues  have  increased  by  40%  to 
60%  annually  for  the  past  several  years. 

Lante  management  has  made  a conscious 
effort  to  control  the  company’s  growth  and 
maintain  high-quality  services  and  people. 

It  is  anticipated  that  1994  revenue  will  increase 
by  as  much  as  60%  over  1993  levels. 


Lante  Corporation 
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Revenue  Analysis  by  Product/Service 

One  hundred  percent  of  Lante’s  revenue  is 
derived  from  its  consulting,  design  and 
implementation  professional  services. 

Market  Financials 

Lante’s  target  market  is  large,  industry  leading 
companies,  including  the  Fortune  500. 

Geographic  Markets 

Virtually  100%  of  Lante’s  1993  revenue  was 
derived  from  the  U.S. 

The  company  performs  some  work  for 
international  units  of  U.S.  companies.  In  the 
past  Lante  has  done  minimal  work  in  Europe 
and  the  Far  East. 

Employees 

As  of  December  1993,  Lante  had  60 
employees.  INPUT  estimates  the  company 
currently  has  approximately  70  employees, 
segmented  as  follows: 


Marketing/sales 10% 

Project  execution 78% 

General  and  administrative 12% 


100% 

Key  Products  and  Services 

Lante  provides  professional  services  consulting 
in  the  design  and  implementation  of 
client/server  business  solutions. 

Lante  provides  experience  in  business  process 
refinement,  technology  planning  and 
implementation,  user-centered  design  and 
development  and  technology  skills  transfer. 

• The  company  can  help  define  the  nature  of  a 
business  problem,  determine  alternative 
solutions  and,  working  in  a team  approach 
with  the  client’s  business  and  technical 

Lante  Corporation 
September  1994 


people,  deliver  an  application  that  improves 
their  business  results. 

• Applications  range  from  departmental 
solutions  to  distributed  applications  that  span 
corporate  and  geographic  boundaries.  These 
applications  typically  include  a GUI  front- 
end,  a SQL  database,  a LAN  and  some 
connection  to  a mainframe  or  midrance 
computer. 

• Lante’s  expertise  across  many  vendors’ 
products  enables  the  company  to  design  and 
implement  cost-effective  solid  solutions  that 
leverage  clients’  existing  technology  base. 

• A summary  of  the  types  of  services, 
applications  and  technologies  used  by  Lante 
is  shown  in  the  exhibit  on  the  following 
page. 

Recent  Projects 

A sample  of  recent  projects  Lante  has  worked 

on  follows: 

Sales  Process  Automation  and  Customer 

Interface  Systems 

• For  a leading  video  game  manufacturer, 
Lante  developed  a client/server  application 
that  allows  the  sales  force  to  quickly  access  a 
customer’s  sales  history,  review  the  status  of 
a given  sales  order,  enter  sales  orders  and 
track  product  availability. 

• For  a leading  personal  computer 
manufacturer,  Lante  helped  design  and 
develop  a database  used  to  communicate  all 
aspects  of  their  sales  opportunities,  including 
maintaining  account  information  such  as 
contacts,  interaction  summaries,  action 
items,  opportunities  and  projects. 
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Skills  and  Capabilities 

• Strategic  Systems  Planning 

• Application  Analysis  and  Design 

• Business  Process  Refinement 

• Database  Design  and  Development 

• Application  Downsizing  and  Migration 

• Systems  Integration 

Typical  Applications 

• Sales  Process  Automation 

• Purchasing  and  Order  Management 

• Customer  Service 

• Just-in-Time  Distribution 

• Contract  Management 

• Document  Management 

• Workgroup  and  Workflow  Management 

• Electronic  Data  Interchange 

• Contract  Management 

• Industry-Specific  Operational  Systems 

Technologies  Used 

Front-End  Development  Tools 

• Visual  Basic,  PowerBuilder,  SQL  Windows, 
Fourth  Dimension,  Omnis  7 

Client/Server  Databases 

• Oracle,  Sybase,  Microsoft  SQL  Server,  FoxPro 
and  Access,  Informix,  Ingres 

Operating  Systems 

• Windows,  Windows  NT,  Macintosh,  OS/2,  UNIX 

Groupware  and  Workflow 

• Lotus  Notes;  Action  Technologies  Analyst, 
Builder  and  Manager;  Reach  Inc.  WorkMap  and 
WorkMan;  Quality  Decision  Management; 
Microsoft  EMS 

Host  Connectivity  and  Middleware 

• InfoPump,  MDI  Gateway,  Wall  Data  Rumba  and 
other  tools,  EDA/SQL,  Links  to  AS/400,  DB2, 
Unisys 

Other 

• Microsoft  Office,  Lotus  SmartSuite,  Pen-based 
computing,  mobile  computing 
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• For  a leading  healthcare  manufacturer,  Lante 
designed  and  built  an  application  to  automate 
the  creation  of  complex  sales  proposals. 

• For  a major  health  care  manufacturer,  Lante 
developed  a custom  application  that  allows 
the  sales  force  to  calculate  the  appropriate 
discount  structure  for  a customer,  based  on 
the  mix  and  quantity  of  products  entered  into 
the  application. 


• For  a major  food  manufacturer,  Lante 
developed  a custom  document  management 
system  to  support  the  development,  storage 
and  presentation  of  15,000  recipes. 

• For  a leader  in  petrochemical  process 
technology,  Lante  assisted  in  formalizing  the 
requirements  of  a new  system  that 
centralized  available  data,  including  plant 
drawings  and  histories. 


• For  a leading  health  care  manufacturer, 
Lante  enhanced  the  order  entry  system  to 
allow  the  manufacturer’s  customers  to  more 
effectively  order  products  and  manage 
inventory. 


• Lante  assisted  a leading  manufacturer’s 
representative  in  expediting  their  largely 
manual  processing  of  purchase  orders  and 
invoices  received  from  clients  by 
downloading  EDI  data  to  a value-added 
network,  then  loading  the  data  into  a 
database. 


Process  Efficiency  and  Effectiveness 
Improvement 

• For  a world  renown  research  hospital,  Lante 
implemented  an  application  that  allows 
nurses  to  quickly  access  a patient’s  history 
and  medical  profile  to  obtain  information 
ranging  from  a patient’s  pharmaceutical 
requirements  to  their  dietary  needs. 


• For  a major  health  care  manufacturer,  Lante 
developed  a client/server  application  that 
integrates  order  processing,  pricing  and 
inventory  control. 


• For  a major  food  manufacturer,  Lante 
developed  a client/server  application  that 
integrated  their  promotion  planning  and 
promotion  execution  systems. 


• For  a major  telecommunications  company, 
Lante  is  building  an  application  that 
streamlines  and  consolidates  tax  information 
for  regulated  business  units. 

Information  Technology  Networks  and 
Products 

• Microsoft  asked  Lante  to  construct  an  MS 
Mail  E-mail  network  at  their  annual 
TECH*ED  forum. 

• For  Powersoft,  Lante  created  Lotus  Notes 
and  Novell  Netware  libraries  to  expand 
Powersoft’s  PowerBuilder  capabilities. 

• For  Reach  Corporation,  a leading  producer 
of  workflow  management  software  tools, 
Lante  developed  and  implemented  an 
application  that  enables  Reach  to  record, 
track  and  manage  customer  inquiries. 

Clients 

Some  of  Lante’ s clients  include  Baxter 
Healthcare,  Kraft,  Compaq,  Sears  Roebuck 
and  Ameritech. 

Marketing  and  Sales 

Lante  markets  its  services  through  a direct 
sales  force,  press  coverage  and  attending 
industry  trade  shows.  The  company  also 
leverages  the  relationships  it  has  with  various 
vendors. 
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Lante  also  has  a high  percentage  of  repeat 
business  with  its  clients. 

Alliances 

Lante  has  built  and  maintained  a number  of 
alliances/partnerships  with  key  industry 
hardware  and  software  vendors,  including  the 
following: 

• Microsoft 

• Lotus 

• Powersoft 

• Gupta 

• Novell 

• Compaq 

• Sybase 

The  company  also  has  various  informal 
relationships  with  emerging  technology 
companies,  including  Reach  Corporation  and 
Symantec. 

Competitors 

Lante’ s competitors  include  the  Big  6 
accounting  firms,  Anatec,  Cambridge 
Technology  Partners,  BSG  Corp.  and  various 
other  regional  firms. 

INPUT  Assessment 

The  company’s  strengths  include: 

• Delivering  to  client  expectations 

• Strong  business  focus  to  complement 
technology  skills 

• Partnership  approach,  resulting  in  mutual 
skills  transfer  with  clients 

• Strong  relationships  with  key  industry 
vendors 

The  company’s  challenges  include: 


• Managing  growth  while  maintaining  high 
quality 

• Continuing  to  compete  successfully  against 
small  and  large  competitors 
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Lawson  Software 


John  Cerullo 
President:  H.  Richard  Lawson 

1300  Godward  Street 
Minneapolis,  MN  55413-3004 
Phone:  (612)379-2633 

(800)  477-1357 
Fax:  (612)379-7141 

Internet:  Http://www.lawson.com 


I WMM! 


Software 


Status:  Private,  Employee  Owned 

Employees:  704(12/95) 

Revenue:  $75,500,000 

Fiscal  Year  End:  5/31/95 


Key  Points 

• Lawson  Software  is  a provider  of  customized 
client/server  business  applications  and 
systems  software  products. 

• Lawson  has  averaged  a compound  annual 
growth  rate  of  17%  over  the  last  five  years 
and  experienced  a 42%  growth  rate  in  fiscal 
1995. 

• The  company’s  strategy  is  to  provide 
enterprise-wide,  client/server  business 


applications  software  to  companies 
worldwide.  Lawson  is  actively  recruiting 
Affiliate  Partners  for  expansion  into 
geographic  markets  not  covered  by  Lawson’s 
direct  sales  force.  Lawson  Affiliate  Partners 
are  now  established  in  Spain,  France, 
Sweden,  the  Netherlands,  South  Africa  and 
the  Czech  Republic.  Lawson’s  European 
headquarters  is  located  in  London  (U.K.). 

• To  further  facilitate  global  expansion, 
Lawson  has  incorporated  worldwide  features 
such  as  currency  conversion  and  language 
translation  into  its  most  recent  product 
releases. 
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Company  Description 

Lawson  Software  was  founded  in  1975  by 
Richard  Lawson  to  provide  customized 
software  to  businesses.  Currently,  the 
company  offers  client/server  business 
applications  and  systems  software  products  as 
follows: 

• Lawson  Open  Enterprise  Financial  System 

• Lawson  Open  Enterprise  Human  Resources 
System 

• Lawson  Open  Enterprise  Distribution 
Management  System 

• Lawson  Open  Enterprise  Materials 
Management  System 

• Lawson  UNIVERSE™  Tools,  including: 


- UNIVERSE/Environmental  systems 
software 

- UNIVERSE/4GL  query  and  report  writer 

- UNIVERSE/CASE  application  generator 

- UNIVERSE/LightShip™  Executive 
Information  System 

- UNIVERSE/Data  Entry 

Organization  and  Structure 

In  addition  to  its  Minneapolis  corporate 
headquarters,  Lawson  has  regional  offices  in 
Atlanta  (GA),  Boston  (MA),  Calgary  (Canada), 
Chicago  (IL),  Columbus  (OH),  Dallas  (TX), 
Irvine  and  San  Francisco  (CA),  Little  Falls 
(NJ),  Seattle  (WA)  and  Washington,  D.C. 

Financials 

Lawson’s  fiscal  1995  revenue  reached  $75.5 
million,  a 42%  increase  over  1994  revenue  of 
$53.1  million.  A five-year  revenue  summary 
follows: 


Lawson  Software 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

5/95 

5/94 

5/93 

5/92 

5/91 

Revenue 

$75.5 

$53.1 

$43.5 

$33.8 

$31.3 

• Percent  change  from 

previous  year 

42% 

22% 

29% 

8% 

17% 

Revenue  Analysis  by  Product  / Service 

Approximately  54%  of  Lawson’s  fiscal  1995 
revenue  was  derived  from  software  products 
and  20%  from  installation  services  (including 
consulting  and  conversion  assistance).  The 
remaining  26%  of  revenue  was  derived  from 
software  maintenance  services. 

Market  Financials 

Lawson  derived  most  of  its  1995  revenue  from 
cross-industry  applications  software. 


The  target  market  for  Lawson’s  software  is 
Fortune  2000-sized  cross-industry  accounts, 
with  emphasis  in  the  following  industries: 
health  care,  discrete  manufacturing,  retail, 
process  manufacturing  and  financial  services. 

Geographic  Markets 

Approximately  85%  of  Lawson’s  fiscal  1995 
revenue  was  generated  from  the  U.S.  and  the 
remaining  15%  from  Canada,  Europe  and  the 
Far  East. 
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Employees 

As  of  December  1995,  Lawson  had  704 
employees,  segmented  as  follows: 


Marketing  and  sales 172 

Customer  support 282 

Research  and  development 144 

Computer  operations 27 

International  and 

administrative 79 

704 


Key  Products  and  Services 

Lawson  currently  has  more  than  8,000 
software  packages  installed  for  more  than 
2,100  clients. 

Applications  software  products  are  provided 
by  Lawson  for  IBM  AS/400  midrange 
computers  and  UNIX/AIX  systems  from  IBM, 
Hewlett-Packard,  Sun  Microsystems,  Sequent, 
Unisys  and  Digital  and  include  the  following: 

• The  Lawson  Open  Enterprise  Financial 
System  includes  the  following  packages: 
General  Ledger,  Accounts  Payable,  Accounts 
Receivable,  Fixed  Assets  and  a Projects 
System. 

• The  Lawson  Open  Enterprise  Human 
Resources  System  includes  Payroll, 
Personnel  and  Benefits  applications. 

• The  Lawson  Open  Enterprise  Distribution 
Management  System  includes  Inventory 
Control/DRP,  Purchase  Order,  Order 
Entry/Sales  Analysis,  Demand  Forecasting 
and  Accounts  Receivable  packages. 

• The  Lawson  Open  Enterprise  Materials 
Management  System  is  an  enterprise-wide 
client/server  solution  that  includes  full- 
featured  Inventory  Control,  Purchase  Order 
and  Requisitions  modules.  This  system 
enables  organizations  to  track  the  internal 


movement  of  supplies  to  ensure  maximum 
return  on  investment. 

Lawson  provides  the  following  systems 

software  and  productivity  tools: 

• Lawson  UNIVERSE/Environmental  System 
assists  users  in  operating  their  IBM  AS/400 
systems  as  easily  as  an  IBM  PC.  Features 
include  user-maintainable  menus,  windows, 
screen  navigation,  cursor-sensitive  help  text, 
cursor  control,  on-line  tutorials,  security, 
spreadsheet  download,  graphics,  job 
scheduling,  predefined  report  distribution, 
output  queue  override,  recurring  jobs,  job 
streaming  and  dictionary  inquiry.  It 
includes  Lawson  UNIVERSE/4GL,  which  is 
used  for  query  and  report-writing  purposes. 
Users  can  create  customized  reports  and 
screens  and  may  then  generate  source  code 
from  the  report  definitions  and  inquiry 
screens. 

• Lawson  also  offers 
UNIVERSE/Environmental  Systems  for 
UNIX-based  systems. 

• Lawson  UNIVERSE/CASE  products  run  on 
UNIX/Xenix  systems  and  generate  C,  C++, 
RPG  400  or  COBOL  code  for  IBM  and  UNIX 
systems.  Lawson  UNIVERSE/CASE  allows 
for  total  system  development,  including 
definition  of  files  and  file  relationships,  on- 
line screen  file  maintenance  and  batch 
update  programs. 

• The  Lawson  UNIVERSE/LightShip 
Executive  Information  System  allows 
managers  to  receive  information  on  a 
personalized  format  that  automatically 
highlights  exceptions  and/or  variances  and 
allows  them  to  “drill  down”  to  supporting 
dimensions  of  data  to  find  the  cause  of  the 
variance. 
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• Lawson  UNIVERSE/Data  Entry  allows 
remote  date  entry  of  timecards,  general 
ledger  journal  entries,  budget  maintenance, 
accounts  payable  invoice  entry  and  employee 
master  maintenance. 

Support  services  provided  by  Lawson  include 

the  following: 

• An  assigned  client  account  executive  (CAE) 
to  help  facilitate  communications  between 
Lawson  and  each  client.  The  CAE  helps 
clients  get  the  most  from  their  Lawson 
software  applications. 

• Training  is  provided  at  either  a Lawson 
training  facility  or  at  the  client  site. 

• Helpline  support  is  available  to  answer 
questions  and  help  clients  solve  problems 
Monday  through  Friday,  7:00  a.m.  to  7:00 
p.m.  (CST).  Additional  after-hours  support 
is  available  through  the  use  of  Lawson 
Service  Credits. 

• An  electronic  office  network  is  included  with 
the  purchase  of  a Lawson  software  product. 
The  network  allows  users  to  interact.  Users 
may  communicate  with  Lawson  to  find  out 
the  status  of  applications  and  enhancements 
they  have  requested  through  the  network. 
Program  patch  letters  are  communicated 
through  this  network  as  well. 

• Six  months  of  maintenance  services  are 
included  with  the  purchase  of  a Lawson 
software  product.  This  includes  helpline 
support  (technical  and  application)  through 
telephone,  Internet,  fax  and  voice-mail,  all 
patches  and  enhancements  to  the  software, 
upgrades  and  user/system  documentation 
(on-line). 

• Optional  services  include  implementation 
planning,  application  consulting,  on-site 
training,  technical  consulting,  after-hours 


support,  conversion  services  and  post- 
implementation audits.  Clients  may 
purchase  service  credits  and  apply  them 
toward  any  of  these  optional  services. 

Clients 

Lawson  clients  include:  American  Hospital 
Association,  Arrow  Electronics,  Bristol-Myers 
Squibb,  British  Telecom  Marine  Ltd.,  Chanel, 
Inc.,  Diamond  Shamrock,  Kinko’s  Copy 
Centers,  Lloyds  Bank  pic,  Nestle  Foods  and 
Sears  Roebuck  & Company. 

Marketing  and  Sales 

Lawson  markets  its  products  and  services  in 
the  U.S.,  Canada  and  the  U.K.  through  a 
direct  sales  force  of  approximately  120 
employees. 

Lawson  Affiliate  Partners  market  Lawson’s 
products  in  geographic  markets  not  covered  by 
Lawson’s  direct  sales  force  (Sweden,  France, 
Spain,  the  Netherlands,  South  Africa  and  the 
Czech  Republic). 

Alliances 

Lawson  Software  has  alliances/partnerships 
with  various  vendors  as  follows: 

• Hardware  Partners — Hewlett-Packard,  IBM, 
Digital,  Sun  Microsystems,  Sequent,  Unisys 
and  SCO 

• Database  Partners — Sybase,  Oracle, 

Informix  and  IBM  (DB/2) 

• Big  Six  Partners — Deloitte  & Touche  LLP, 
Price  Waterhouse  LLP,  KPMG  Peat 
Marwick  LLP  and  Andersen  Consulting 

• Channel  Partners  / Regional  Consulting 
Firms — Richard  A.  Eisner  (New  York),  CTS 
(Atlanta),  Spectrum  Group  (Dallas),  Grant 
Thornton  (Dallas),  ESP  (Minneapolis),  NET 
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Force/MTI  (Minneapolis)  and  CMD  Systems 
(Charlotte) 

• Affiliate  Partners — Mai  data  AB  (Sweden), 
SG2  (France),  Eniac  Open  Software  (the 
Netherlands),  CINSA  (Spain),  SPL  (South 
Africa),  and  FastCom  (the  Czech  Republic). 

During  1994  and  1995,  Lawson  received 
awards  and  accolades  from  some  of  its  alliance 
partners,  including  IBM  and  Price 
Waterhouse  LLP. 

Third  party  software  suppliers  to  Lawson 
Software  include: 

• AVP  Systems — Sales/use  tax  software 

• Borland  ReportSmith — Report  writing  tool 

• Bottomline  Technologies — Laser  forms 
printing 

• BSI — Payroll  tax  software 

• Dytec — Barcode  and  radio  frequency 
products 

• Grant  Thornton — Modification  and  business 
practice 

• Kronos — Time  clock  systems  and  software 

• Lucas-Bear — Demand  forecasting  software 

• MHC  Associates — Business  forms  vendor 

• Premenos — Electronic  data  interchange 

• Proactive  Systems — “Fantasia”  laser  forms 
printing 

• Vertex — Sales  tax  software 

• Wallace — Business  forms  vendor 

Competition 

Lawson’s  major  competitors  in  the  UNIX 
environment  include  Oracle,  SAP  and 
PeopleSoft. 

Major  competitors  in  the  IBM  AS/400 
environment  include  J.D.  Edwards  and 
Software  2000. 


INPUT  Assessment 

Lawson  Software’s  strengths  include: 

• Extensive  experience  with  mainframe, 
midrange  and  open  systems,  giving  Lawson 
an  advantage  over  other  vendors  that  may 
be  embracing  client/server  and  open  systems 
for  the  first  time. 

• A commitment  to  openness — in  hardware 
platforms  supported;  multiple  relational 
database  management  systems  (Sybase, 
Oracle  and  Informix);  and  an  open  licensing 
policy  (which  allows  clients  to  migrate  to  any 
Lawson-supported  platform  without 
incurring  additional  license  fees). 

• A unique  three-tiered  client/server 
architecture  that  allows  the  customer  to 
choose  the  most  effective  place  for  each 
portion  of  the  data  (Presentation  Manager, 
Application  Logic  and  Enterprise  Server  or 
database). 

Challenges  over  the  coming  year  include: 

• Implementation  of  the  Lawson  alternative 
channel  strategy,  the  Lawson  Global 
Alliance  Integrated  Network™  (GAIN),  to 
further  Lawson’s  global  penetration 

• The  rapid  growth  in  revenue  has  increased 
Lawson’s  need  for  highly  qualified  service 
professionals  to  help  implement  systems  and 
train  users  at  new  client  sites.  Lawson  is 
actively  hiring  and  training  these  qualified 
service  professionals  to  maintain  high 
standards  of  client  satisfaction. 

• Overcoming  Lawson’s  image  as  a “low-key” 
company.  In  1995,  Lawson  embarked  on  an 
aggressive  advertising  and  public  relations 
program  to  make  the  company  more  well 
known  in  the  marketplace. 
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LEARNING  GROUP 
INTERNATIONAL,  INC. 

6053  West  Century  Boulevard  #200 

P.O.  Box  45028 

Los  Angeles,  CA  90045 

Phone:  (310)417-9700 

Fax:  (310)645-4762 


Chairman  & CEO: 
President: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Dr.  David  Collins 
Eric  Garen 
300 

$52,678,000 

9/30/92 


Company  Learning  Group  International  (formerly  Learning  Tree  International), 

Description  founded  in  1974,  provides  education  and  training  services  in  advanced 

technology.  Course  offerings  cover  areas  such  as  open 
systems/networking,  programming,  local-area  networking,  data 
communications,  telecommunications,  PCs,  Windows,  OS/2,  data 
bases,  and  software  and  project  management. 

Learning  Group  has  over  $6  million  invested  in  state-of-the-art  course 
equipment  and  worldwide  education  centers. 

During  1992,  Learning  Group  provided  training  to  over  40,000 
professionals.  To  date,  the  company  has  trained  more  than  400,000 
professionals  worldwide. 


Financials  Learning  Group's  fiscal  1992  revenue  was  nearly  $52.7  million, 

compared  to  fiscal  1991  revenue  of  $52.2  million.  A three-year  revenue 
summary  follows: 


LEARNING  GROUP  INTERNATIONAL,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/92 

9/91 

9/90 

Revenue 

• Percent  increase 

$52.7 

$52.2 

$49.4 

from  previous  year 

1% 

6% 

N/A 
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Employees 


Key  Products  and 
Services 


Learning  Group  currently  employs  approximately  300  full-time 
employees  in  the  areas  of  administration,  sales,  product  development, 
and  marketing.  In  addition,  there  are  industry  consultants  who  actually 
teach  and  prepare  the  courses. 


Learning  Group  provides  education  and  training  services  to  a wide 
range  of  industries,  including  aerospace,  defense,  communications, 
computers,  electronics,  finance,  petrochemicals,  utilities,  and  others. 

Learning  Group  provides  4-day  advanced  technical  and  management 
training  courses  throughout  the  U.S.  and  Canada.  Courses  are  held 
continuously  throughout  North  America  at  Learning  Group  training 
centers,  at  hotel/motel  facilities,  and  at  client  sites.  Courses  generally 
range  in  price  from  $1,745  to  $1,995. 

Learning  Group  offers  over  40  courses,  including  the  following: 

• Advanced  PC  Configuration,  Troubleshooting  and  Data  Recovery 

• Applying  Artificial  Intelligence 

• C Advanced  Programming:  Techniques  and  Data  Structures 

• C Programming  Hands-On  Workshop 

• C+  + Hands-On  Object-Oriented  Programming 

• Computer  Graphics 

• Computer  Network  Architectures  and  Protocols 

• Digital  Signal  Processing:  Techniques  and  Applications 

• Effective  Skills  for  Technical  Managers 

• Finance  for  Non-Financial  Managers 

• Hands-On  Datacomm  and  WAN  Troubleshooting 

• Hands-On  Network  Implementation  and  Protocol  Analyzer 
Workshop 

• Hands-On  Novell  Networking 

• Hands-On  PC  Configuration  and  Troubleshooting 

• Hands-On  PC  Networking 

• Hands-On  SQL:  A Relational  Database  Workshop 

• Hands-On  TCP/IP  Internetworking 

• Hands-On  UNIX  in  C:  Systems  and  Applications  Programming 

• Hands-On  UNIX  Networking 

• Hands-On  UNIX  System  and  Network  Administration 

• Hands-On  Windows  Programming 

• Hands-On  Windows  NT  Systems  & Application  Programming  (New) 

• Hands-On  X.25 

• Identifying  and  Configuring  User  Requirements 

• Image  Processing  and  Machine  Vision 

• Implementing  Client/Server  Systems  (New) 

• Influence  Skills 

• Internetworking:  Bridges,  Routers,  and  Gateways 
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Markets 


• Introduction  to  Datacomm  and  Networks 

• Introduction  to  Fiber-Optic  Communications 

• Introduction  to  ISDN 

• Introduction  to  Open  Systems  (New) 

• Introduction  to  Telecommunications 

• LAN  Cabling  Design  and  Installation 

• LAN  Troubleshooting 

• Local-Area  Networks:  Implementation  and  Configuration 

• Managing  PC  Networks 

• Microprocessor  Software,  Hardware  and  Interfacing:  Hands-On 
Introduction 

• Multivendor  Networking 

• Network  Planning,  Support,  and  Management 

• Object-Oriented  Analysis  and  Design 

• OS/2:  A Comprehensive  Hands-On  Introduction 

• Project  Management  II 

• Project  Management:  Skills  for  Success 

• Real-Time  Programming:  A Hands-On  C Workshop 

• Real-Time  Structured  Analysis  and  Design 

• Relational  Databases:  Design,  Tools,  and  Techniques 

• Skills  for  High  Personal  Performance 

• Software  Project  Management  Tools  and  Techniques 

• Software  Quality  Assurance  and  Testing 

• Software  Systems  Analysis  and  Design:  Methods  and  Tools 

• Systems  Engineering 

• UNIX  Hands-On  Workshop 

• Windows  NT:  A Comprehensive  Hands-On  Workshop 

• X Window  System  Programming:  A Hands-On  C Workshop 

These  courses  may  be  presented  in  a variety  of  ways,  including  live 
classroom  instruction,  multimedia,  small  team  workshops,  and  video- 
based  classes. 

Learning  Group  will  also  provide  customized  classes. 


Learning  Group  targets  its  educational  services  to  cross-industry 
clients,  including  Fortune  1000  companies,  and  the  federal  government. 


INPUT  estimates  approximately  50%  of  Learning  Group's  revenue  is 
derived  from  the  U.S.  and  50%  from  Canada,  Sweden,  France,  the 
U.K.,  and  other  international  sources. 

Learning  Group  has  eight  Education  Centers  in  Washington,  D.C., 
Boston,  Los  Angeles,  Toronto,  Ottawa,  London,  Paris,  and  Stockholm. 
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LEGENT  Corporation 


Chairman  & CEO:  Jerre  Stead 

Corporate  Headquarters 

575  Herndon  Parkway 

Herndon,  VA  22070-5226 

Phone:  (703)  708-3000 

Fax:  (703)  708-3956 


Mill////////  / / 

LEGENT 


Status:  Public 

Employees:  2,700  (9/94) 

Revenue:  $ 501,733,000 

Fiscal  Year  End:  9/30/94 


Key  Points 

• LEGENT  Corporation  is  a supplier  of 
systems  software  and  services  for  the 
management  of  distributed  computing 
across  the  enterprise.  The  company  has 
about  75,000  products  installed  at  more 
than  12,000  customer  sites  worldwide. 

• In  May  1995,  Computer  Associates 
International  (CA)  announced  its  intent  to 
acquire  LEGENT  for  approximately  $1.78 
billion.  Completion  of  the  transaction  will 
result  in  the  biggest  software  deal  ever, 


creating  a giant  with  approximately  $3 
billion  in  revenues. 

• In  November  1994,  LEGENT  acquired  the 
Enterprise  Storage  Manager™  (ESM) 
software  product  from  Mission  Critical 
Software,  Inc. 

• In  1994,  the  company  strengthened  its 
technology  base  by  acquiring  four  systems 
software  companies — Performance 
Technology,  Inc.  (PTI),  TeamOne  Systems, 
Inc.,  Lachman  Technology,  Inc.,  and  Digital 
Analysis  Corporation  (DAC).  These 
companies  have  been  grouped  together  to 
form  the  new  Distributed  Systems 
Management  Division. 
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• During  1994,  through  internal  product 
development  and  acquisitions,  LEGENT 
introduced  20  new  products  for  the 
distributed  systems  management  market, 
including  Agent  Works™, 
PARAMOUNT/XP-Performance  Manager™, 
LDM/XP™,  Prevail/XP-Manager™, 
DistribuLink®-UNIX  and  the  ACE™  family 
of  products. 

• During  1994,  the  company  expanded  its 
sales  channels  by  building  a network  of 
value-added  resellers  and  original 
equipment  manufacturers  (OEMs)  that  will 
sell  LEGENT  products  bundled  with  their 
own  products. 

• In  the  first  quarter  of  fiscal  1994,  LEGENT 
launched  its  Cross  Platform  Environment™ 
(XPE)  strategy  to  provide  systems 
management  solutions  for  client/server 
heterogeneous  computer  environments. 

Company  Description 

LEGENT  Corporation  designs,  develops, 

markets,  and  supports  a range  of  systems 

software  products  for  the  management  of 

information  systems  organizations. 

• LEGENT’s  products  support  enterprise-wide 
needs  by  extending  beyond  the  traditional 
IBM  mainframe  environment  to  distributed 
and  heterogeneous  computing  platforms, 
including  VM,  VAX/VMS,  DOS,  OS/2,  UNIX 
and  LANs. 

• The  company’s  systems  software  products 
are  offered  for  data  center  management, 
resource  management,  network 
management  and  applications  management. 

• LEGENT  also  markets  a series  of  computer- 
based  training  and  computer-based 
reference  products  (information  technology 
products  formerly  marketed  by  Goal 


Systems)  designed  to  enhance  employee 
productivity. 

Structure  and  Operations 

LEGENT  was  formed  in  1989  through  the 
merger  of  Morino  Associates  and  Duquesne 
systems,  two  systems  management  software 
providers. 

During  fiscal  1994,  LEGENT  operated 
through  four  business  areas — Systems 
Management,  Networking  Management, 
Applications  Management  and  Professional 
Services.  Effective  October  1,  1994,  LEGENT 
reorganized  its  operations  into  the  following 
four  divisions: 

• The  Enterprise  Systems  Management 
Division  (ESM)  focuses  on  the  delivery  of 
data  center  and  distributed  systems 
management  solutions. 

• The  Distributed  Systems  Management 
Division  (DSM)  focuses  on  several 
distributed  systems  management  areas, 
including  trouble  ticketing,  hierarchical 
storage  management,  Oracle  DBA  utilities 
and  agent-based  management. 

• The  Apphcations  Management  Division 
focuses  on  the  distributed  database,  data 
transport,  software  distribution  and 
software  development  markets. 

• The  Technology  and  Services  Division 
includes  consulting  services  and  employee 
performance  support  (EPS)  products  and 
services. 

The  DSM  division  is  a new  division  that  was 
created  to  include  the  company’s  acquisition  of 
four  software  companies — PTI,  TeamOne, 
Lachman  and  DAC.  The  original  Networking 
Management  Division  and  Apphcations 
Management  Division  were  consohdated  to 
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form  the  new  Applications  Management 
Division. 

Headquartered  in  Herndon  (VA),  LEGENT’s 
major  U.S.  facilities  are  located  in  Chicago 
(IL),  Columbus  (OH),  Houston  (TX),  Jersey 
City  (NJ),  Pittsburgh  (PA),  Seattle  (WA), 
Westborough  (MA)  and  Woodland  Hills  (CA). 

LEGENT  has  its  international  headquarters 
in  Slough  (England). 

• European  offices  are  located  in  Belgium, 
Denmark,  Germany,  Italy,  the  Netherlands, 
France,  the  United  Kingdom,  Spain  and 
Switzerland. 

• The  company  has  Asia/Pacific  offices  in 
Australia,  Singapore  and  Japan. 

• LEGENT  has  wholly  owned  subsidiaries  in 
England,  France,  Italy,  Germany,  Belgium, 
the  Netherlands  and  Australia. 

• The  company’s  international  agents  are 
located  in  Saudi  Arabia,  Argentina, 
Venezuela,  Denmark,  Finland,  Turkey, 
Portugal,  Spain,  Italy,  Brazil,  Korea, 

Sweden  and  Israel. 

Company  Strategy 

LEGENT’s  strategy  is  to  be  the  leader  in 
distributed  systems  management  for 
networks,  applications  and  data.  The 
company  has  taken  its  top  mainframe 
products  and  developed  compatible  solutions 
for  NetWare,  OS/2,  UNIX  and  Windows  NT. 

• In  order  to  better  position  itself  to  serve  this 
expanded  market,  the  company  has  placed 
increased  emphasis  on  adapting  existing 


products,  and  acquiring  and  internally 
developing  new  products,  to  enable  its 
systems  software  products  to  be  used  on 
interconnected  heterogeneous  platforms  as 
well  as  exclusively  non-IBM  platforms. 

• LEGENT  has  followed  an  aggressive 
acquisition  strategy  that  has  helped  fuel  its 
growth. 

• The  company  has  a series  of  relationships 
with  various  vendors  to  expand  the  scope  of 
its  enterprise-wide  solutions. 

LEGENT  launched  a new  Cross  Platform 
Environment™  (XPE)  strategy,  to  provide 
systems  management  solutions  for 
client/server  heterogeneous  computer 
environments.  New  and  distributed  versions 
of  many  of  the  company’s  products  shipped  in 
1994  support  the  XPE  strategy  by  functioning 
in  mainframe,  cross-platform  or  open 
computing  environments. 

In  addition,  the  company  expanded  its  sales 
efforts  by  adding  a network  of  value-added 
resellers  and  OEMs  to  its  distribution 
channels. 

Financials 

LEGENT’s  fiscal  1994  revenue  reached  $501.7 
million,  a 13%  increase  over  fiscal  1993 
revenue  of  $442.2  million.  Net  income 
dropped  10%,  from  $60.4  million  in  fiscal  1993 
to  $54.3  million  in  fiscal  1994. 

A five-year  financial  summary  appears  on  the 
following  page. 
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LEGENT  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

9/94 

9/93 

9/92 

9/91 

9/90 

Revenue 

$501.7 

$442.2 

$426.7 

$349.7 

$290.4 

• Percent  change  from 

previous  year 

13% 

4% 

22% 

20% 

28% 

Income  before  taxes 

$79.4 

$92.9 

$46.8 

$54.3 

$50.3 

• Percent  change  from 

previous  year 

(15%) 

99% 

(14%) 

8% 

11% 

Net  income 

$54.3 

$60.4 

$27.8 

$36.1 

$32.3 

• Percent  change  from 

(a) 

(a) 

(a) 

previous  year 

(10%) 

117% 

(23%) 

12% 

7% 

Earnings  per  share 

$1.44 

$1.72 

$0.81 

$1.07 

$0.98 

• Percent  change  from 

(a) 

(a) 

(a) 

previous  year 

(16%) 

112% 

(24%) 

9% 

5% 

(a)  Include  special  charges  for  mergers,  restructuring  and  other  activities. 


Revenue  growth  during  fiscal  1994  was 
attributed  primarily  to  the  new  product 
acquisitions  in  1994  and  higher  licensing 
revenue  and  maintenance  and  support  fees. 

• New  sales  grew  16%  to  $276.0  million  and 
accounted  for  55%  of  the  total  revenue  in 
fiscal  1994. 

• The  Networking  Business  had  the  largest 
percentage  increase  (50%)  in  new  sales  due 
to  the  acquisition  of  two  products — MLINK 
and  Paradigm. 

• Renewal  licenses  and  maintenance 
increased  11%  to  $22.2  million  over  fiscal 
1993,  due  to  an  increase  in  the  number  of 
installed  products. 

Research  and  development  expenditures  after 
the  capitalization  of  computer  software 
development  costs  were  approximately  $50.8 
million  (10%  of  revenue)  in  fiscal  1994, 


compared  to  $53.9  million  (12%  of  revenue)  in 
fiscal  1993,  and  $44.2  million  (10%  of  revenue) 
in  fiscal  1992. 

Interim  Results 

Revenue  for  three  months  ending  December 
31,  1994  reached  $122.1  million,  a 6% 
increase  over  $114.7  million  for  the  same 
period  in  1993.  Net  income  for  the  period  rose 
3%,  from  $18.3  million  to  $18.9  million. 

New  sales  for  the  period  grew  3%  to  $61.9 
million,  as  compared  to  $60.3  million  for  fiscal 
1994’s  first  quarter. 

Market  Financials 

LEGENT’s  products  can  be  used  by  all 
industries  or  businesses.  Customers  include 
manufacturers,  banks,  insurance  companies, 
utilities,  and  federal  and  state  government 
agencies. 


Page  4 of  10 


©INPUT  1995  Reproduction  prohibited. 


LEGENT  Corporation 
May  1995 


INPUT  Vendor  Profile 


Approximately  55%  of  the  company’s  revenue  maintenance  fees.  A three-year  summary  of 
was  derived  from  new  sales,  3%  from  source  of  revenue  follows: 

renewable  licenses  and  42%  from 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/94 

9/93 

9/92 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Initial  licenses 

$275.9 

55% 

$238.8 

54% 

$245.9 

58% 

Renewable  licenses 

15.1 

3% 

26.5 

6% 

51.6 

12% 

Maintenance  services 

210.7 

42% 

176.9 

40% 

129.2 

30% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 

Revenue  Analysis  by  Product  Line 

One  hundred  percent  of  LEGENT’s  revenue  is 
derived  from  systems  software  products  and 
associated  support  services.  Until  September 
30,  1994,  the  company  operated  through  the 
four  business  areas  shown  in  the  exhibit 
below. 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Product/Service 

9/94 

9/93 

9/92 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Systems  Management 

$329.1 

66% 

$303.0 

68% 

$298.7 

70% 

Networking  Management 

65.1 

13% 

45.1 

10% 

38.4 

9% 

Applications  Management 

71.7 

14% 

56.7 

13% 

51.2 

12% 

Professional  Services 

35.8 

7% 

37.4 

9% 

38.4 

9% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 

• Approximately  66%  of  fiscal  1994  revenue 
was  derived  from  its  Systems  Management 
products,  13%  from  its  Networking 
Management  products,  14%  from  its 
Applications  Management  products  and  7% 
from  support  services. 

• A three-year  summary  of  source  of  revenue 
by  these  business  areas  follows. 
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Increase  in  revenue  was  attributed  to  the 

following: 

• The  Systems  Management  division 
accounted  for  59%  of  new  sales  in  1994, 
largely  due  to  the  increased  sales  of  its  VSE 
product  line. 

• The  Networking  Management  division 
contributed  16%  to  new  sales  in  fiscal  1994, 
primarily  due  to  two  acquired 

products — MLINK  and  Paradigm/XP. 

• The  ENDEVOR  product  along  with  the 
acquired  PTI  products  were  major 


contributors  to  the  increase  in  new  sales  in 
the  Applications  Management  division, 
which  accounted  for  16%  of  new  sales. 

• The  Services  business  accounted  for  9%  of 
new  sales  in  fiscal  1994. 

Geographic  Markets 

Approximately  63%  of  LEGENT’s  fiscal  1994 
revenue  was  derived  from  North  America  and 
37%  from  international  sales,  primarily  to 
Europe,  Asia  Pacific  and  Japan.  A three-year 
summary  of  source  of  revenue  by  geographic 
markets  follows: 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/94 

9/93 

9/92 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$316.1 

63% 

$256.5 

58% 

$259.7 

61% 

International 

185.6 

37% 

185.7 

42% 

167.0 

39% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 

Geographically,  North  America  operations 
had  the  strongest  new  sales  percentage 
growth,  where  new  sales  grew  30%  in  1994. 

• Internationally,  Asia/Pacific  had  the 
strongest  new  sales  percentage  growth, 
increasing  28%  over  fiscal  1993. 

• European  new  sales  revenue  declined  3% 
due,  in  part,  to  the  low  productivity  of 
German  operations. 

• Japan’s  new  sales  dropped  11%  in  fiscal 
1994. 


Acquisitions 

Acquisitions  made  by  LEGENT  during  the 
past  two  years  include  the  following: 

In  November  1994,  LEGENT  completed  its 
acquisition  of  Enterprise  Storage  Manager™, 
a software  product  from  Mission  Critical 
Software,  Inc.  The  acquisition  was  accounted 
for  as  a purchase. 

In  August  1994,  LEGENT  acquired  Digital 
Analysis  Corporation  (DAC),  based  in 
Virginia. 

• DAC  is  a provider  of  systems,  network  and 
applications  management  products  for  open 
systems. 
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• This  acquisition  was  accounted  for  as  a 
purchase. 

In  May  1994,  LEGENT  acquired  Lachman 
Technology,  Inc.,  a privately  held  company 
based  in  Naperville  (IL). 

• Lachman  is  a developer  of  networking  and 
storage  management  products  for  open 
systems.  These  products,  combined  with 
LEGENT’s  distributed  systems 
management  products  will  accelerate  the 
company’s  development  of  enterprise-wide 
solutions. 

• At  the  time  of  the  acquisition,  Lachman 
employed  60  people  and  reported  revenues 
of  over  $8  million  in  1993. 

• The  acquisition  was  accounted  for  as  a 
pooling-of-interests. 

In  February  1994,  LEGENT  acquired 
TeamOne  Systems,  Inc.  of  Sunnyvale  (CA). 

• TeamOne  developed  configuration 
management  software  for  the  UNIX 
environment. 

• The  acquisition  was  accounted  for  as  a 
pooling-of-interests. 

In  October  1993,  LEGENT  acquired 
Performance  Technologies,  Inc.  (PTI)  of 
Boston  (MA). 

• PTI’s  products  serve  the  Oracle  environment 
and  will  add  to  LEGENT’s  existing  DB2  and 
AD  ABAS  solutions. 

• The  acquisition  was  accounted  for  as  a 
purchase. 

In  August  1993,  acquired  Networx,  Inc.  of 
Bellevue  (WA). 


• Networx  was  a privately  held  developer  of 
problem  management  applications  for 
client/server  computing. 

• Networx  introduced  Paradigm,  a UNIX- 
based  trouble  ticketing,  help  desk  and 
inventory  management  application  for 
Hewlett-Packard’s  OpenView,  IBM’s 
NetView/6000  and  SunConnect’s  SunNet 
Manager  network  management  systems. 

In  August  1993,  LEGENT  acquired  Corporate 
Microsystems,  Inc.  (CMI),  a Lebanon  (NH)- 
based  provider  of  software  distribution  and 
file  transfer  software  products  (MLINK)  for 
UNIX  and  IBM  OS/2  platforms. 

• This  acquisition  enabled  LEGENT  to  offer 
both  server-based  and  host-based  solutions 
for  software  distribution  and  file  transfer,  as 
well  as  asynchronous  and  TCP/IP  via 
satellite  communications.  The  products 
complemented  the  company’s  DistribuLink 
host-based  product  for  MVS/SNA 
environments  released  in  early  1993. 

• In  addition  to  acquiring  CMI’s  technology, 
LEGENT  also  gained  access  to  CMI’s  well- 
established  channel  of  over  200  value-added 
reseller  and  OEM  distribution  channels, 
further  extending  the  company’s  reach 
outside  the  traditional  centralized 
information  technology. 

• At  the  time  of  the  acquisition,  CMI  had  42 
employees  and  1,500  customers  with 
approximately  75,000  products  installed. 

In  May  1993,  LEGENT  acquired  National 
DataGuard  Technologies,  Inc.  (NDT),  author 
of  the  LIFEGUARD  automated  disaster 
recovery  product  for  corporate  data  centers. 

• The  acquisition  of  the  privately  held  NDT, 
based  in  Cleveland  (OH),  positioned 
LEGENT  as  the  leader  in  the  disaster 
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recovery  automation  market  and  expanded 
its  line  of  disaster  recovery  products. 

• NDT  merged  with  LEGENT’s  DR  Strategic 
Business  Unit,  based  in  Woodland  Hills 
(CA). 

Employees 

As  of  September  30,  1994,  LEGENT  had 
approximately  2,700  employees  (2,050  in  the 
U.S.  and  Canada,  and  650  international), 
segmented  as  follows: 


Marketing/sales/support 1,300 

Research  and  development 900 

General  and  administration 500 


2,700 

Key  Products  and  Services 

Products 

LEGENT’s  systems  software  products  are 
available  for  a range  of  mainframe  and 
distributed  and  heterogeneous  computing 
platforms  including  VM,  VAX/VMS,  DOS, 
OS/2,  UNIX  and  LANs.  The  company  has 
more  than  150  products  and  services,  and  an 
installed  base  of  more  than  75,000  products  at 
more  than  12,000  customer  sites  worldwide. 

The  company’s  strategic  platform  is  the  new 
XPE,  a strategy  for  the  unified  management 
of  enterprise  distributed  systems.  Most  new 
products  introduced  by  the  company  support 
this  strategy. 

Effective  November  1994,  LEGENT’s  products 
are  summarized  by  product  group  as  follows: 

Problem  Management 

Paradigm/XP™  is  LEGENT’s  enterprise 
problem  management  solution  that  allows 
sophisticated  reporting  and  tracking  of 
problems. 


Network  Applications 

DistribuLink/XP™  is  an  electronic  software 
distribution  system  that  provides  centralized 
distribution  of  internally  developed  software 
from  UNIX  or  MVS. 

LDM/XP™  provides  replication  of  database 
information,  by  extracting  legacy  data  from 
mainframe  databases  and  converting  it  to  the 
appropriate  server  environment. 

Backup  and  Storage  Management 

Enterprise  Storage  Manager™  (ESM)  provides 
automatic  backup  for  enterprise  file  servers. 

EPIC®/VSE  is  an  automated  disk  and  tape 
management  system. 

ASTEX®  or  Automated  Storage  Expert,  is  an 
on-line  performance  manager  for  MVS. 

Open  Storage  Manager™  (OSM)  belongs  to 
the  hierarchical  storage  management  (HSM) 
family  and  is  an  HSM  solution  for  open 
systems. 

Operations  Management 
The  Prevail/XP™  family  of  products  handles 
platform  automation,  output  management, 
production  control,  device  management  and 
problem  management. 

FAQS®  is  a product  line  handles  console  and 
message  management  and  production  control. 

Software  Configuration  Management 

This  group  consists  of  the  ENDEVOR™  suite 
of  software  management  and  administration 
products,  including  ENDEVOR®/MVS, 
ENDEVOR®  Workstation  and 
ENDEVOR®/WSX. 
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Resource  Management 

This  product  group  consists  of  the 
PARAMOUNT/XP™  family,  which  is  a suite  of 
enterprise  resource  management  solutions  for 
performance  management,  service 
management,  capacity  planning,  financial 
management  and  management  reporting. 

Distributed  Database  Management 
The  ACE™  family  of  products  provide 
application-wide  monitoring,  maintenance 
and  testing  of  Oracle  database  environments. 

DB-DELIVERY®  for  DB2  is  a utility  toolkit 
designed  for  DB2. 

Agent-Based  Management 
AgentWorks™  provides  agent-based 
management  of  systems,  networks, 
applications  and  databases. 

Licensing 

Most  of  LEGENT's  products  are  offered  under 
both  perpetual  and  annual  licenses. 

Depending  on  the  product,  the  mainframe 
software  is  either  offered  as  a CPU  license  or 
Site  license.  Both  of  these  license  types  are 
priced  according  to  a tiered  pricing  structure 
in  which  the  product  prices  increase  as  the 
CPU  size  increases.  The  PC  products  are 
generally  available  on  a per  user  basis. 

• The  perpetual  license  includes  maintenance 
and  support  services  during  the  first  year  of 
the  license.  Subsequently,  maintenance  and 
support  services  are  automatically  renewed 
for  annual  periods  unless  canceled  by  the 
customers.  The  maintenance  and  support 
fees  range  from  approximately  15%  to  20% 
of  the  then  current  perpetual  license  fee. 

• The  annual  license  is  structured  so  that  the 
yearly  fee  includes  maintenance  and 
support.  Generally,  annually  licensed 
products  automatically  renew  for 


subsequent  annual  periods.  The  renewal 
fees  are  based  on  a percentage  of  the  then 
current  initial  license  fee,  which  ranges 
from  approximately  15%  to  40%,  depending 
on  the  product. 

Consulting  and  Technology  Services 

LEGENT  offers  consulting  services, 
customization  and  installation,  education  and 
training  , packaged  and  bundled  services  and 
upgrade  assistance. 

The  company  also  facilitates  the  development 
of  real-time  training,  on-line  help  and 
electronic  documentation  for  distributed 
systems  and  workstations,  through  its 
Employee  Performance  Support  (EPS) 
program. 

Clients 

LEGENT’s  products  and  services  are  used  by 
manufacturers,  banks,  insurance  companies, 
utilities  and  federal  and  state  government 
agencies.  Some  of  the  company’s  major 
customers  include  MCI,  Merril  Lynch, 
American  Express  and  U.S.  Postal  Service. 

Marketing  and  Sales 

LEGENT  markets  its  products  and  services 
worldwide  through  its  own  direct  sales  force 
and  by  a select  number  of  independent  agents. 

The  company’s  sales  channel  also  includes  a 
network  of  value-added  resellers  (VARs)  and 
original  equipment  manufacturers  (OEMs). 

Some  well-known  OEMs  include  IBM 
Network  Systems,  Sun,  Novell,  Siemens- 
Nixdorf  and  Hewlett-Packard  who  sell 
LEGENT’s  systems  management  technology 
bundled  with  their  own  products. 

Alliances 

Some  recent  partnerships  formed  by  LEGENT 
are  summarized  on  the  following  page. 
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• In  May  1994,  LEGENT  entered  into  a joint 
development  and  marketing  alliance  with 
Powersoft  Corporation,  to  provide 
client/server  application  developers  with 
integration  between  PowerBuilder 
Enterprise  and  ENDEVOR  workstation. 

• In  April  1994,  the  company  announced  its 
joint  agreement  with  Hewlett-Packard  to 
develop,  market  and  sell  integrated  versions 
of  the  company’s  automated  operations  and 
open  systems  management  products. 

• In  March  1994,  LEGENT  and  IBM  agreed  to 
work  together  to  provide  the  agent 
technology,  designed  for  managing 
distributed  applications.  It  involves  two 
components,  an  agent  software  development 
kit  (ASDK)  and  an  Agent  Management 
System  that  support  the  simple  network 
management  protocol  (SNMP)  standard. 

Competition 

Major  competitors  include  mainframe 
software  vendors  such  as  Computer 
Associates  International,  Inc.,  Boole  & 
Babbage,  Inc.,  Candle  Corporation  and  4th 
Dimension. 


INPUT  Assessment 

LEGENT’s  strengths  include: 

• Size 

• Strong  customer  focus,  with  a range  of 
professional  services,  including  training  and 
consulting 

• Leading  provider  of  systems  management 
software  for  distributed  environment 

• Wide  range  of  products 

• Solutions  portfolio  addresses  the  spectrum 
of  distributed  systems  management  at  over 
12,000  customer  sites  worldwide 

Challenges  for  the  company  over  the  coming 

year  include: 

• Strengthening  its  distributed  systems 
management  market  share 

• Keep  investing  in  technology  as  the 
company  also  invests  in  being  closer  to 
customers. 

• Increasing  global  competition 
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LEXIS-NEXIS 


President  & CEO:  Ira  Siegel 

9393  Springboro  Pike 

P.O.  Box  933 

Dayton,  OH  45401-0933 

Phone:  (937)  865-6800 

Fax:  (937)  865-6909 


LEXIS-NEXIS 

member  of  the  Reed  Elsevier  pic  group 


Status:  Division 

Parent:  Reed  Elsevier  Inc. 

Employees:  4,300(10/96) 

Revenue:  $675,000,000* 

Fiscal  Year  End:  12/31/95 

*INPUT  estimate 

Key  Points 

• LEXIS-NEXIS  is  a leading  provider  of 
enhanced  information  services  and 
integrated  information  management  tools. 

• In  April  1996,  LEXIS-NEXIS  announced  the 
availability  of  the  Bloomberg  Business  News 
and  the  Bloomberg  Daily  Market 
Summaries  for  full-text  searching  for  the 
first  time  on  the  LEXIS-NEXIS  on-line 
information  service. 


• In  March  1996,  CompuServe  Network 
Services  signed  a multi-year,  multimillion- 
dollar  renewal  agreement  with  LEXIS- 
NEXIS  to  continue  providing  local  high- 
speed dial  access  to  LEXIS-NEXIS  on-line 
services. 

• In  July  1996,  Reed  Elsevier  Inc.,  parent 
company  to  LEXIS-NEXIS,  and  The  Times 
Mirror  Company,  parent  company  to 
Matthew  Bender  & Co.,  Inc.,  a leading 
analytical  legal  publisher  in  the  U.S., 
entered  into  a cross-licensing  agreement  to 
offer  Matthew  Bender’s  publications  on-line 
through  the  LEXIS  services. 
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Company  Description 

LEXIS-NEXIS  provides  on-line  database 
electronic  information  services  to  more  than 
779,000  users  worldwide.  The  company's 
primary  offerings  include  LEXIS®  and  NEXIS 
®,  the  world's  leading  full-text,  on-line,  legal, 
news,  and  business  information  services. 

• LEXIS-NEXIS  began  as  the  Data 
Corporation,  a computer  software  company 
acquired  by  Mead  Corporation  in  1968.  It 
operated  as  Mead  Data  Central  and  was 
made  a separate  division  of  Mead  in  1970, 
and  incorporated  as  a subsidiary  in  1985. 

• In  December  1994,  Mead  sold  Mead  Data 
Central  to  Reed  Elsevier  for  $1.5  billion  in 
cash,  and  the  company  became  LEXIS- 
NEXIS,  a division  of  Reed  Elsevier. 

• Reed  Elsevier  Inc.  is  part  of  the  Reed 
Elsevier  pic  group,  one  of  the  world’s  leading 
publishing  and  information  businesses. 

• Reed  Elsevier  is  headquartered  in  London 
(U.K.),  with  annual  revenue  of 
approximately  £3.6  million  and  25,000 
employees. 

Structure  and  Operations 

Headquartered  in  Dayton  (OH),  LEXIS- 
NEXIS  has  sales  representatives  in  50  U.S. 
cities. 

International  offices  are  located  in  Toronto 
(Canada),  Frankfurt  (Germany),  Hong  Kong, 
and  London  (U.K.). 

LEXIS-NEXIS’  key  executives  are  listed  in  the 
following  chart. 


LEXIS-NEXIS  Key  Executives 


Name 

Title 

Ira  Siegel 

President  and  CEO 

Paul  Brown 

COO,  Legal  Information 
Services  (LIS) 

Darryl  Fisher 

COO,  Business  Information 
Services  (BIS) 

Nick  A.  Farmer 

Sr.  VP,  Information 
Technology 

Stephen  R.  Gabbard 

VP,  BIS  Operation 

Mert  McGill 

VP,  Government  Information 
Services 

James  A.  King 

VP,  Technology  Strategy 

Gail  FI.  Littlejohn 

VP,  and  Publisher,  Data 
Enhancement  and 
Development 

LEXIS-NEXIS  is  organized  by  service  lines 
aligned  to  major  customer  segments: 

• Legal  Information  Services  (LIS)  is  the 
primary  sales  and  marketing  organization 
for  products  targeted  to  attorneys  and 
accountants,  regardless  of  media. 

- In  addition  to  on-line  information  products 
and  services,  LIS  also  offers  regulatory 
materials,  treatises,  state  statutes,  and 
other  legal  reference  materials  in  books 
and  CD  ROM  products  from  the  Michie 
Company,  headquartered  in 
Charlottesville  (VA). 

- Reed  Elsevier’s  publishing  arm, 
Butterworth  U.S.A.,  which  was  merged 
with  Michie  earlier  this  year,  now  reports 
to  LIS  as  well. 

- LIS  is  also  responsible  for  product 
development  such  as  legal  toolbox 
software,  including  CheckCite™,  CiteRite 
II™,  Full  Authority™,  and 
CompareRite™. 
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• Business  Information  Services  (BIS) 
provides  products  and  services  to  Fortune 
1000  businesses  and  to  the  banking  and 
financial  communities. 

- BIS  develops  key  product  lines  for  the 
news,  financial,  marketing,  sales,  and 
management  consultant  markets. 

- In  addition  to  its  traditional  focus  on 
information  professionals  and  researchers, 
BIS  has  developed  several  lines  of 
enterprise-wide  information  services,  such 
as  current  awareness  e-mail  products,  and 
has  created  custom,  intuitive  software 
interfaces  for  various  types  of  information 
end  users,  such  as  marketers  and  sales 
professionals. 

• Government  Information  Services  (GIS) 
sells  LEXIS-NEXIS  services  to  federal, 
state,  and  local  courts,  departments,  and 
law  enforcement  agencies. 


• Congressional  Information  Service,  which 
is  aligned  with  GIS,  provides  printed 
indices,  electronic  databases,  and  archival 
microfiche  of  government  information  to 
librarians  and  researchers. 

• Public  Records  On-line  Service  markets 
public  records  electronic  information  to 
LEXIS-NEXIS  customers. 

• LEXIS  Document  Services  markets  public 
record  hardcopy  documents. 

Company  Strategy 

LEXIS-NEXIS’  mission  is  “to  help  business, 
legal,  and  government  professionals  to  collect, 
manage,  and  use  information  more 
productively.” 

Financials 

INPUT  estimates  that  LEXIS-NEXIS’  1995 
revenue  reached  $675  million.  A five-year 
revenue  summary  follows: 


LEXIS-NEXIS 

Five-Year  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$675.0* 

$606.0* 

$551.3 

$494.8 

$469.5 

• Percent  change  from 
previous  year 

11% 

9% 

11% 

5% 

7% 

* INPUT  estimate 


Market  Financials 

LEXIS-NEXIS  derives  its  revenue  from  a 
variety  of  subscribers,  including  law  firms  and 
law  schools,  corporations,  government 
agencies,  courts,  publishers,  journalists, 
broadcasters,  accountants,  financial  analysts, 
librarians,  and  other  professionals.  More 
than  779,000  active  users  subscribe  to  LEXIS- 
NEXIS  services. 


Revenue  Analysis  by  Product  Line 

INPUT  estimates  that  approximately  90%  of 
LEXIS-NEXIS'  revenue  is  derived  from  on- 
line electronic  information  services,  CD  ROM 
information  services,  software  products,  and 
manual  search  and  retrieval  services.  The 
remaining  10%  is  from  legal  publications. 
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Geographic  Markets 

INPUT  estimates  that  approximately  92%  of 
LEXIS-NEXIS’  1995  revenue  was  derived 
from  the  U.S.  and  the  remaining  8%  from 
other  international  sources. 

Employees 

As  of  October  15,  1996,  LEXIS-NEXIS  had 
approximately  4,300  employees. 

Key  Products  and  Services 

There  are  nearly  11,000  sources  between  the 
LEXIS  and  NEXIS  services  and  more  than 
one  billion  documents  on-line.  More  than  12 
million  documents  are  added  each  week. 

LEXIS®,  introduced  in  1973,  is  a computer- 
assisted  legal  research  service.  It  contains 
major  archives  of  federal  and  state  case  law, 
updated  statutes  of  all  50  states,  and  state 
and  federal  regulations. 

• The  LEXIS  service  has  41  specialized 
libraries  covering  virtually  every  field  of 
practice,  including  tax,  securities,  banking, 
environmental,  energy,  and  international. 

• The  service  contains  libraries  of  English, 
French,  and  Canadian  law,  and  other  legal 
materials  from  Australia,  New  Zealand, 
Mexico,  Ireland,  and  Scotland. 

• LEXIS  also  contains  a Hot  Topics  library 
that  provides  summaries  of  legal  and 
regulatory  developments  within  nearly  40 
practice  areas. 

• The  2ND  ARY  library  contains  secondary 
legal  research  material,  including  ALI 
Restatements  of  the  Law,  ALR®,  and  LEd2d 
articles  and  selected  state  jurisprudence. 

• Research  tools  available  on  the  LEXIS 
service  include  an  on-line  Guide  providing 
detailed  descriptions  of  all  NEXIS  and 
selected  LEXIS  libraries,  Shepard's®,  and 


AutoCite®  citation  services,  the  FOCUS™ 
keyword  search  feature,  and  the 
FREESTYLE  plain  English  search  feature. 

NEXIS®,  introduced  in  1979,  is  a full-text 

news  and  business  information  service  with 

more  than  7,100  full-text  sources  on-line. 

• Thousands  of  domestic  news  sources  are  on- 
line, including  The  New  York  Times,  The 
Washington  Post,  The  Los  Angeles  Times, 
Business  Week,  Fortune,  and  The  Economist. 

• International  business  information  and 
news  sources  include  news  services  such  as 
TASS,  Age  nee  France/Presse,  Kyodo, 
Deutsch  Press  Agency,  Xinhua,  AP,  UPI, 
and  Reuters. 

• In  addition,  the  NEXIS  service  contains 
more  than  2,000  sources  of  abstracts, 
including  The  Wall  Street  Journal. 

• Broadcast  transcripts  are  also  available  on- 
line, including  CNN,  National  Public  Radio 
news,  the  MacNeil-Lehrer  News  Hour,  ABC- 
TV  news,  and  official  Kremlin  International 
News  Broadcasts. 

• The  service  is  used  by  a range  of 
professionals  in  corporations,  marketing, 
advertising,  and  public  relations 
professionals,  investment  banks,  law  firms, 
libraries,  and  the  news  departments  of  print 
and  electronic  media. 

• The  NEXIS  service  also  offers  brokerage 
house  and  industry  analyst  reports;  public 
records  such  as  corporate  filings,  company 
records,  and  property  records;  tax 
information;  and  political  analysis  and 
information. 

The  following  services  are  also  available  from 
LEXIS-NEXIS: 
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• The  LEXIS®  Financial  Information™ 

Service  provides  U.S.  and  international 
business  and  financial  news,  SEC  filings, 
brokerage  house  research  reports  from  the 
INVESTEXT®  database,  private  company 
market  share  information,  and  real-time 
and  historical  stock  quotes  from  all  North 
American  exchanges. 

• The  LEXIS®  Country  Information™  Service 
contains  international  news  and  country 
analysis  reports  by  country,  region,  and 
topic.  International  files  can  be  searched  all 
at  once,  individually,  or  by  the  following 
regions:  Asia/Pacific,  Middle  East/Africa, 
North/South  America,  and  Europe. 

• The  Associated  Press  Political  Service 
(APOLIT)  contains  information  on  elections, 
political  issues,  polls,  and  candidates. 

• The  National  Automated  Accounting 
Research  System  (NAARS)  provides 
accounting  materials,  including  annual 
reports  of  public  corporations  and 
government  entities  and  reports  of  the 
American  Institute  of  Certified  Public 
Accountants. 

• The  MEDIS®  service  offers  full-text  medical 
information  from  the  publications  of  the 
American  Society  of  Hospital  Pharmacists, 
the  National  Cancer  Institute,  and  FDC 
Reports  Inc.  It  also  contains  Medline®,  a 
bibliographic  database  produced  by  the 
National  Library  of  Medicine  that  indexes 
over  3,600  medical  journals,  and 
information  on  disease,  trauma,  drugs,  and 
poison  available  from  Micromedex,  Inc. 

• The  LEXPAT™  Service  contains  the  full  text 
of  patent  and  trademark  information  for 
over  1.5  million  U.S.  patents  issued  since 
1975.  Approximately  75,000  new  patents 
are  added  each  year — usually  within  four 


days  of  issue.  Also  available  are  images  of 
patent  drawing  sheets  and  trademarks. 

Pricing  plans  for  LEXIS-NEXIS  services  are 
based  on  three  basic  categories — flat,  hourly, 
and  transactional  fees.  A government  pricing 
plan  is  also  available  to  federal,  state  and 
local  government  offices,  agencies,  and  courts. 

• Flat  rate  pricing  is  based  on  anticipated  or 
past  use  of  the  services. 

- Each  flat-rate  contract  is  customized. 

- The  LEXIS-NEXIS  ADVANTAGE  for 
Small  Law  Firms  is  a flat-rate 
subscription  program  ranging  from  $85  to 
$120  a month  (depending  on  the  state)  for 
state  legal  materials  and  unlimited 
printing  for  one  attorney. 

• Hourly  pricing  is  based  upon  which 
databases  will  be  accessed.  Volume 
discounts  are  available  based  on  the  number 
of  hours  on-line. 

• Transactional  pricing  includes  a 
subscription  fee  of  $125  for  a monthly 
“Commercial”  subscription  (for  concentrated 
use  of  legal  materials)  or  $50  per  month  for 
an  “Enhanced  NEXIS”  subscription. 

- Both  subscriptions  include  per-search 
charges  that  vary  depending  upon  which 
files  are  accessed. 

- Volume  discounts  based  upon  the  number 
of  searches  are  available. 

- Law  firm  transactional  subscribers  use 
only  a simplified  transactional  plan  that 
includes  a flat  $2-per-document  fee  for 
most  printing,  and  no  time-and-connect 
charges. 

LEXIS-NEXIS  also  offers  other  products  and 
services  as  shown  in  the  exhibit. 
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Exhibit 

LEXIS-NEXIS  Products  and  Services 


Product/Service 

Description 

LEXIS  Document  Services 

Provides  nationwide  access  to  searching  and  filing  of  hardcopy  Uniform 
Commercial  Code  (UCC),  corporate,  tax  lien,  and  judgment  documents 

LEXIS-NEXIS  Office 

Research  tool  allowing  the  integration  of  Folio  Infobase  Technology,  CD  ROM, 
word  processing  software,  images,  and  LEXIS-NEXIS  on-line  sessions  into 
legal  work  products 

LEXIS-NEXIS  Tracker 

For  Lotus  Notes  and  Microsoft  Mail,  Tracker  compiles  information  on  specified 
topics,  daily,  from  the  LEXIS-NEXIS  array  of  newspapers,  magazines, 
trade  journals,  and  publications 

LEXIS  Financial  Information  Services™ 

Business  and  financial  news,  EDGARPIus™  database  of  SEC  documents, 
international  brokerage  house  research  reports,  and  private  company 
information 

LEXIS  Public  Records  Online  Service 

Assets,  UCC,  and  lien  filing,  property  assessment,  deed  transfers,  court 
indices,  and  docket  information  from  selected  states 

CheckCite™  4.0  for  Windows™ 

Research  assistant  software  reads  legal  briefs,  creates  cite-quotes,  dials  the 
LEXIS  services,  and  retrieves  all  relevant  information.  Software  includes 
CiteRite ™ll,  FullAuthority™,  and  CompareRite™ 

Law  on  Disc™  legal  research  system 

LEXIS-NEXIS  On-line  Connection™  3.0  provides  software  link  to  the  LEXIS  on- 
line service  from  Michie’s  Law  on  Disc  series  of  annotated  codes  and 
statutes  and  Federal  Law  on  Disc 

NEXIS  Express™ 

Provides  nonsubscribers  with  search  and  retrieval  services  Documents  are 
sent  via  facsimile  transmission,  overnight,  or  first-class  mail. 

NAARS 

LEXIS-NEXIS  Public  Records  Online  Service 

The  National  Automated  Accounting  Research  System  of  accounting  materials 

For  legal  research  on  parties  and  witnesses,  including  assets  and 
indebtedness,  experts,  judgment  debtors 

Publication  Tracker 

Electronic  delivery  of  selected  magazine  articles.  Available  through  Lotus 

Notes  and  Microsoft  Mail,  as  well  as  Novell  GroupWise,  Lotus  cc:Mail,  and 
the  Internet. 

LEXIS-NEXIS  InfoTailor™  Service 

Daily  briefing  service  that  allows  tracking  of  up  to  seven  profiles  of  information 
needs,  delivering  up  to  20  relevant  documents 

LEXIS-NEXIS  Faculty  Office  and  LEXIS-NEXIS 
Student  Office 
TrendPlus™ 

Unites  LEXIS-NEXIS  on-line  research  with  Folio  Infobase  technology  to  enable 
electronic  publishing  using  infobases 

A political  analysis  trends  tracking  system  that  uses  4,000  publications  and 
offers  five  levels  of  coverage,  including  global,  world  regional,  national, 
state  and  local,  and  specialty  coverage 

ECLIPSE™ 

An  electronic  clipping  service  that  automatically  reports  new  materials  that 
correspond  to  a saved  search  request 

LEXDOC®  Service 

Allows  subscribers  to  order  copies  of  public  records  retrieved  from  any 
jurisdiction  in  the  U.S.,  as  well  as  in  Canada  and  the  Virgin  Islands 

FREESTYLE™ 

Enables  users  to  search  the  databases  using  natural  language  rather  than 
Boolean  logic 

EASY  SEARCH 

A library  that  contains  menus  and  screen  prompts  to  assist  the  user  in 
formulating  a search  request 
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Clients 

LEXIS-NEXIS’  services  are  used  by  lawyers, 
accountants,  financial  analysts,  journalists, 
and  information  specialists,  and  public 
relations,  marketing,  and  other  professionals. 

Marketing  and  Sales 

LEXIS-NEXIS  serves  customers  in  more  than 
60  countries  and  has  sales  representatives  in 
50  U.S.  cities,  as  well  as  offices  in  London 
(U.K.),  Toronto  (Canada),  and  Frankfurt 
(Germany). 

Alliances 

In  July  1996,  Reed  Elsevier,  the  parent 
company  of  LEXIS-NEXIS,  and  The  Times 
Mirror  Company,  parent  company  of  Matthew 
Bender  & Co.,  Inc.,  a leading  analytical  legal 
publisher  in  the  U.S,  entered  into  a long-term 
cross-licensing  agreement. 

• According  to  the  agreement,  Matthew 
Bender’s  publications  are  provided  on-line 
through  the  LEXIS  services. 

• In  addition,  a significant  portion  of  the 
LEXIS  caselaw  database  is  provided 
through  Matthew  Bender’s  print  and  CD 
ROM  products. 

In  April  1996,  LEXIS-NEXIS  and  Bloomberg 
Financial  Markets  announced  an  agreement 
whereby  the  financial  news  services 
Bloomberg  Business  News  and  the  Bloomberg 
Daily  Market  Summaries  will  be  available  for 
full-text  searching  for  the  first  time  on  the 
LEXIS-NEXIS  service. 

• The  Business  News,  used  by  more  than  160 
newspapers  in  the  U.S.,  Canada,  Eui'ope, 
and  Asia,  is  now  available  on  a 12-hour 
delay. 

• The  Daily  Market  Summaries  of  key 
financial  figures  includes  worldwide  stock 


market  indices,  foreign  exchange  rates, 
interest  rates,  futures,  and  options  pricing 
and  commodities  cash  pricing. 

In  March  1996,  CompuServe  Network 
Services  signed  a renewal  agreement  to 
continue  providing  local  high-speed  dial  access 
to  the  LEXIS-NEXIS  on-line  information 
services.  The  original  agreement  between 
LEXIS-NEXIS  and  CompuServe  was 
established  in  1991. 

In  June  1995,  LEXIS-NEXIS  and  CNN 
announced  an  agreement  making  the  NEXIS 
service  the  exclusive  on-line  source  for  CNN 
transcripts  in  the  business  and  legal  markets. 
The  two  companies  also  made  plans  to  jointly 
develop  additional  on-line  products  to  enhance 
news  offerings  for  customers. 

Competition 

LEXIS-NEXIS’  major  competitors  by  service 
area  include  the  following: 

• LEXIS:  West  Publishing  Company 
(WESTLAW) 

• NEXIS:  Dow  Jones  News  Retrieval, 
DIALOG  Information  Services,  M.A.I.D.. 
and  UMI 

• LEXIS  Financial  Information  Service:  Dow 
Jones  News  Retrieval  and  INVESTEXT 
(Business  Research  Corporation) 

INPUT  Assessment 

LEXIS-NEXIS  considers  its  major  strengths 
to  include: 

• Providing  both  the  LEXIS  database  of  legal 
information  and  the  NEXIS  database  of 
news  and  business  information  through  a 
common  searchable  interface 

• The  company’s  unique  search  and  retrieval 
technology,  which  allows  it  to  build  its 
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warehouse  with  increasing  levels  of 
availability,  speed,  and  reliability 

• A new  computing  infrastructure  that  creates 
a new  front-end  client/server  environment 
upon  which  the  company  expects  to  build 
new  Internet  browser-based  products  within 
the  decade 

The  company  feels  that  its  greatest  challenge 
is  the  increasing  number  of  new  entrants  into 
the  on-line  services  industry — small 
entrepreneurial  companies  that  are  targeting 
niche  markets  and  major  new  players  such  as 
IBM  and  Microsoft  that  are  making  forays 
into  the  information  services  business. 


Parent  Company 
Reed  Elsevier  Inc. 

Reed  House 
6 Chesterfield  Gardens 
London  W1A  1EJ,  UK 
Phone:  44  171  499  4020 
Revenue:  £3,649,000,000  (12/31/95) 
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LIANT  SOFTWARE  CORPORATION 

959  Concord  Street 
Framingham,  MA  01701 
Phone:  (508)872-8700 
Fax:  (508)  626-2221 


President:  Uzi  Yair 

Status:  Private  Corporation 

Total  Employees:  110 

Total  Revenue:  $19,000,000 

Fiscal  Year  End:  12/31  /92 


Key  Points 

• Liant  is  a leading  supplier  of  open  systems  programming  tools. 

• Liant's  product  line  is  founded  on  three  key  features: 

- Adherence  to  commonly  accepted  hardware  environments  and 
software  standards 

- Hardware  independence  for  flexible  application  development  and 
the  ability  to  build  enduring,  portable  applications 

- Comprehensive  software  tools  and  libraries  necessary  for 
complete  application  development 

• During  1992,  Liant  appointed  a new  president,  Mr.  Uzi  Yair,  and 
changed  its  fiscal  year  end  from  September  30  to  December  31. 

• Also  during  1992,  Liant  sold  its  graphics  tools  division  to  Landmark 
Ventures,  Inc. 
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Company 

Description 

Liant  Software  Corporation  provides  a range  of  programming  language 
and  development  tools  for  building  commercial  and  scientific 
applications  used  primarily  in  open  systems  computing  environments, 
including  UNIX  and  Windows  systems. 

Acquisitions/ 

Divestitures 

In  November  1992,  Liant  sold  TGS,  the  company's  graphics  division,  to 
Landmark  Ventures,  Inc.  The  sale  involved  Liant’s  FIGraph, 

FIGARO  + and  FIGt  graphics  toolkit  products,  which  generated 
annual  revenue  of  about  $2.7  million. 

Financials 

Liant's  1992  revenue  was  $19  million,  compared  to  $23  million  in  1991. 
The  divestiture  of  TGS  was  a major  contributing  factor  to  the  decrease. 

Key  Products  and 
Services 

One  hundred  percent  of  Liant's  revenue  is  derived  from  software 
products  and  associated  support  services. 

Liant  software  products  include  compilers  and  development  tools,  user- 
interface  tools,  and  development  and  deployment  tools. 

• The  software  products  are  available  on  a variety  of  UNIX  and  DOS 
systems,  including  those  based  on  the  following  architectures:  Intel 
80386  and  80486,  Sun  SPARC,  Motorola  88000,  IBM  RISC  System 
6000,  and  HP/Apollo  9000  Series  700. 

Compilers  and  Development  Tools: 

CodeWatch  is  Liant's  interactive  window-based  debugger  for  easy, 
rapid  debugging  of  any  language  program.  CodeWatch  allows 
programmers  to  debug  using  the  conventions  and  symbols  of  each 
language. 

LPI-C  is  a reliable,  high-quality,  NIST-certified  ANSI  C compiler  that 
passes  both  the  FIPS-160  Perennial  ANSI  C Validation  Suite  and  the 
Plum  Hall  ANSI  C Validation  Suite. 

LPI-C  + + is  a 32-bit  compiler  for  UNIX  and  SPARC  platforms.  It  is 
compatible  with  cfront,  ANSI  C,  and  K&R  C.  Like  Liant's  other 
compilers,  LPI-C  + + is  packaged  with  CodeWatch  for  diagnosis  of 
programming  errors. 

LPI-FORTRAN  is  a full  ANSI  FORTRAN-77  compiler  that  produces 
fast  code  on  i386/i486-based  systems  running  UNIX  SVR3  and  SVR4. 
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LPI-COBOL  is  a true  ANSI  COBOL  X3.23-1985  compiler,  which  is 
also  X/Open  CAE  compliant. 

LPI-PL/I  is  a full  ANSI  PL/I  X3.74  1981  General  Purpose  Subset 
implementation.  With  LPI-PL/I  users  can  rehost  existing  applications- 
originally  developed  on  proprietary  mainframe  and  minicomputer 
systems-to  open  UNIX  systems. 

User-Interface  Tools: 

C++  /Views  (acquired  from  CNS,  Inc.  of  Minneapolis,  MN  in  early 
1992)  is  a C + + class  library  for  developing  platform-independent  GUI 
applications. 

C-scape  is  a flexible  user  interface  package  for  text-  or  graphics-based 
applications. 

Development  and  Deployment  Tools: 

RM/COBOL-85  is  a certified,  high-level  ANSI  X3.23-1985  COBOL 
system. 

RM/COMP ANION  is  Liant's  RM/COBOL  information  retrieval  and 
report  generation  system. 

RM/CO*  is  a graphical  user  interface  and  tool  integrator  for  COBOL 
application  developers. 

RM/PANELS  is  a forms  design  and  screen  management  system  for  use 
with  RM/COBOL-85. 

RM/plusDB  is  Liant's  COBOL  data  base  application  enabler.  It 
provides  a transparent  data  base  interface  using  standard  COBOL 
indexed  files. 

RM/GRAFS  is  a full-featured  business  graphics  system  that 
complements  the  RM/COBOL  family  of  products. 

Support  Services: 

All  Liant  products  are  provided  with  an  initial  period  (ranging  from  30 
to  90  days)  of  complementary  customer  support.  Users  may  then 
choose  from  a range  of  support  and  update  options  for  ongoing  support 
and  maintenance.  Documentation  includes  a reference  manual,  a 
user's  guide,  a quick  reference  guide,  and  release  notes. 
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Industry  Markets 


Geographic 

Markets 


For  1992,  approximately  40%  of  Liant's  revenue  was  derived  from 
commercial  independent  software  vendors,  20%  from  workstation 
programmers,  20%  from  corporate  commercial  accounts,  and  20% 
from  computer  manufacturers. 

Liant's  software  products  are  marketed  worldwide  to: 

• End  users,  directly  through  Liant  telesales  and  field  sales 

• Distributors  and  resellers,  including  Interactive  Systems 
Corporation,  The  Santa  Cruz  Operation,  Merisel,  Ingram  Micro, 
The  Programmer's  Shop,  The  Programmer's  Connection,  and  ASP 
Express 

• OEMs,  including  AT&T,  Fujitsu,  IBM,  Hewlett-Packard,  Intel, 
NCR,  NEC,  and  Sun  Microsystems 


Approximately  75%  of  Liant's  1992  revenue  was  derived  from  the  U.S. 
and  25%  from  international  sources. 

In  addition  to  its  headquarters  in  Framingham  (MA),  Liant  has  sales 
offices  in  Austin  (TX),  Berlin  (Germany),  London  (England),  and 
Tokyo  (Japan). 
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Liant  Software  Corporation 


President:  Ed  Lucente 

959  Concord  Street 
Framingham,  MA  01701-4613 
Phone:  (508)  872-8700 

Fax:  (508)  626-2221 


Status:  Private 

Employees:  115 

Revenue:  $20,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Liant  Software  Corporation  is  a leading 
supplier  of  open  systems  development  tools 
and  technologies  that  help  software 
developers  move  legacy  data  and  commercial 
applications  to  open  client/server  systems. 

• In  1995,  Liant  released  Version  7.0  of  Open 
PL/I,  the  only  commercially  available  PL/I 
development  toolset  for  UNIX. 

• In  1994,  Liant  introduced  a set  of  tools  that 
allows  a customer  with  monolithic  COBOL 
applications  to  redistribute  application 
functionality  across  a distributed 


network — in  order  to  achieve  significantly 
improved  user  presentation  and  true 
client/server  processing. 

• In  1994,  Liant  announced  its  latest  product 
family — Relativity — which  enables  users  and 
developers  to  access  existing  COBOL  data 
seamlessly,  transparently  and  directly. 
Relativity  products  provide  a way  to 
integrate  legacy  data  from  3GL  code  and  to 
access  legacy  data  via  ODBC-enabled 
desktop  systems. 
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Company  Description 

Liant  provides  a range  of  programming 
languages  and  development  tools  for  the  open 
systems  market.  Liant’s  software  enables 
users  to  design,  create,  test  and  debug 
complex  applications  on  a range  of  platforms, 
from  PC  to  UNIX,  while  maintaining  full 
source  and  object-level  portability. 

Operations  and  Structure 

Liant’s  Language  Products  Division,  based  in 
Austin  (TX)  and  Framingham  (MA),  markets 
and  supports  Liant’s  client/server  tools, 
including  the  Relativity  product  line,  and 
Liant’s  conventional  3GL  development  tools 
and  OpenPL/I  rehosting  solutions. 

International  offices  are  in  London  and  Tokyo. 

Company  Strategy 

Liant’s  mission  is  to  provide  tools  and 
technologies  that  help  software  developers 
transition  legacy  applications  to  client/server 
computing. 

• Liant  realizes  that  the  transition  to 
client/server  computing  cannot  be 
realistically  achieved  unless  existing 
business  applications  can  be  integrated 
economically  with  new  client/server 
development. 

• Liant  is  committed  to  offering  a range  of 
tools  supporting  the  varying  methods 
available  for  transporting  legacy  systems  to 
client/server — from  enlisting  systems 
integrators  to  migrate  code  from  proprietary 
to  open  systems,  to  reengineering  entire 
systems. 

Liant' s product  line  is  founded  on  three  key 
features: 


• Adherence  to  open  systems  hardware 
environments  and  software  standards  (e.g., 
ODBC) 

• Hardware  independence  for  flexible 
application  development  and  the  ability  to 
build  enduring,  portable  applications 

• Comprehensive  software  tools  and  libraries 
necessary  for  complete  application 
development 

Financials 

Liant’s  1995  revenue  was  $20  million, 
approximately  the  same  as  1994  and  1993 
revenue. 

Market  Financials 

For  1995,  approximately  40%  of  Liant’s 
revenue  was  derived  from  commercial 
independent  software  vendors,  20%  from 
workstation  programmers,  20%  from  corporate 
commercial  accounts,  and  20%  from  computer 
manufacturers. 

Users  of  Liant’s  software  products  include 
computer  manufacturers,  software  application 
developers,  VARs  and  the  federal  government. 

Geographic  Markets 

Approximately  55%  of  Liant’s  1995  revenue 
was  derived  from  the  U.S.  and  45%  from 
international  sources. 

In  addition  to  its  headquarters  in 
Framingham  (MA),  Liant  has  sales  offices  in 
Austin  (TX),  London  (England),  and  Tokyo 
(Japan). 

Employees 

Liant  has  approximately  115  employees, 
segmented  as  follows: 
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Marketing  and  sales 32 

Customer  support 19 

Research  and  development 39 

General  and  other 25 


115 

Key  Products  and  Services 

One  hundred  percent  of  Liant's  revenue  is 
derived  from  software  products  and  associated 
support  services. 

The  software  products  are  available  on  a 
variety  of  UNIX,  Windows  and  DOS  systems, 
including  those  based  on  the  following 
architectures:  Intel  80386  and  80486, 
Pentium,  Sun  SPARC,  Motorola  88000,  IBM 
RISC  System  6000,  HP  9000  Series  700/800, 
NCR  and  Unisys. 

Object  Technology  Tools 

C-scape  is  a library  of  C functions  for 
designing  portable,  character-based  user 
interfaces.  The  Look  & Feel  Screen  Designer 
is  a visual  design  tool  that  generates  C code  or 
portable  screen  files. 

Rehosting  Tools 

Open  PL/I  allows  rehosting  of  PL/I 
applications  to  UNIX  systems  from 
mainframes  and  other  proprietary  systems. 

CodeWatch  is  Liant's  X/Motif,  interactive 
window-based  debugger  for  easy,  rapid 
debugging  of  any  language  program. 
CodeWatch  allows  programmers  to  debug 
using  the  conventions  and  symbols  of  each 
language. 

Legacy  Data  Access  Tools 

Relativity  provides  client/server  direct  access 
to  legacy  data  via  ODBC  and  encapsulated 
business  logic  via  stored  procedures. 


Client  / Server  Tools 

RM/COBOL  is  an  ANSI  COBOL 
compiler/runtime  system. 

RM/CodeBench  is  an  integrated  application 
development  environment. 

RM/PANELS  is  a graphical  user  interface 
builder  for  COBOL  applications. 

RM/plusDB  is  a relational  database  gateway 
for  COBOL  programs. 

RM/InfoExpress  provides  optimized 
client/server  file  access  for  distributed 
systems. 

Conventional  3GL  Development  Tools 

RM/GRAFS  provides  integrated  business 
graphics  for  COBOL  applications. 

RM/COMP ANION  is  a report  designer  and 
writer. 

LPI-FORTRAN  is  an  ANSI  FORTRAN-77 
compiler. 

LPI-COBOL  is  a COBOL-85  compiler. 

LPI-C  is  an  ANSI  C compiler  and  library. 

LPI-BASIC  is  an  ANSI  Minimal  Basic 
compiler. 

LPI-PASCAL  is  an  ANSI/IEEE  Pascal 
compiler. 

RM/FORTRAN  is  an  ANSI  FORTRAN-77 
compiler  for  DOS. 

Support  Services 

All  Liant  products  are  provided  with  an  initial 
period  (ranging  from  30  to  90  days)  of 
complimentary  customer  support.  Users  may 
then  choose  from  a range  of  support  and 
update  options  for  ongoing  support  and 
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maintenance.  Complete  documentation  is  also 
included. 

Client 

Major  clients  include  Ford  Motor  Company, 
AT&T,  Raytheon,  Lotus  Development 
Corporation,  Unisys,  General  Electric,  IBM, 
NCR,  Intel,  Hewlett-Packard,  Fujitsu  and 
Intersolv. 

Marketing  and  Sales 

Liant’s  software  products  are  marketed 
worldwide  to: 

• Users,  directly  through  Liant  telesales  and 
field  sales 

• Distributors  and  resellers,  including 
SunSoft,  The  Programmer's  Shop, 
ProVantage,  800  Software,  BDS,  Inc., 
UniDirect  and  Voyager 

• OEMs,  including  AT&T,  Fujitsu,  IBM, 
Hewlett-Packard,  Intel,  NCR,  NEC  and  Sun 
Microsystems 

Alliances 

Liant  has  alliances/joint  marketing 
agreements  with  various  vendors,  such  as 
Oracle. 


Competitors 

Major  competitors  include  MicroFocus, 

Information  Builders,  Cross  Access,  XVT  and 

Neuron  Data. 

Assessment 

Liant's  major  strengths  include: 

• Being  a pioneering  supplier  of  open  system 
development  tools  for  more  than  a decade 

• Proven  technology 

• Innovative  approach  for  solving  legacy 
integration  problems  with  client/server 
technology 

Challenges  for  the  coming  year  include: 

• Successful  delivery  of  Relativity  to  the 
proprietary  COBOL  marketplace 

• Maintaining  growth 
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Litton  Computer  Services 


President:  Henry  Bodurka 

5490  Canoga  Avenue 
Woodland  Hills,  CA  91367-4040 
Phone:  (818)715-5200 

Fax:  (818)  715-5286 


Litton 

Computer  Services 


Status:  Division 

Parent:  Litton  Industries,  Inc. 

Employees:  400  (7/96) 

Revenue:  $110,000,000 

Fiscal  Year  End:  7/31/95 


Key  Points 

• Litton  Computer  Services  (LCS)  provides  a 
range  of  processing,  systems  integration, 
and  professional  services  to  government  and 
commercial  clients. 

• Effective  July  29,  1996,  LCS’  federal-related 
operations  will  be  merged  with  PRC,  which 
was  acquired  by  Litton  Industries  in 
December  1995.  PRC  will  be  managed  by 
Litton  as  a standalone  division  and  will  do 
business  as  Litton/PRC.  LCS  will  then  focus 
exclusively  on  commercial  markets. 


• In  addition  to  processing  services  and 
systems  integration,  LCS  has  expanded  its 
professional  services  and  network  services. 
The  company  is  also  involved  in  retail  credit 
and  manufacturing  processing  and  is 
positioning  itself  to  expand  into  the  travel 
and  hospitality  marketplace. 

• During  1995  and  1996,  LCS  captured  major 
information  systems  and  information 
technology  management  contracts  with 
Solar  Turbines,  Inc.  (San  Diego)  and  HFS 
(Hospitality  Franchise  Systems),  Inc.  (New 
Jersey). 
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Company  Description 

LCS  provides  systems  integration  and 
processing  services  for  government  and 
industry. 

Through  fiscal  1996,  LCS  provided  services  in 
five  major  business  areas: 

• Information  processing  for  commercial 
clients 

• Professional  and  systems  integration 
services  for  commercial  clients 

• Software  development  and  maintenance  for 
the  Air  Force  Space  Program 

• Automated  information  system  design  and 
development  for  the  Air  Force  Materiel 
Command  and  foreign  governments 

• Wide-area  and  local-area  data 
communications  and  network  support 
services 

Effective  July  29,  1996,  LCS  will  provide 
services  to  the  commercial  sector  and 
Litton/PRC  will  handle  federal  government 
contracts. 

LCS  currently  operates  as  a division  of  Litton 
Industries’  Command,  Control  and 
Communications  group.  Litton  Industries, 
headquartered  in  Woodland  Hills  (CA),  is  a 
$4.0  billion  global  corporation  with  35,000 
employees  involved  in  government  and 
commercial  operations,  including  defense- 
related  activities,  advanced  electronics,  and 
marine  engineering  and  production. 

Company  History 

The  professional  services  portion  of  LCS’ 
operations  was  founded  in  1961  to  develop 
software  for  the  newly  established  Air  Force 
Satellite  Control  F acility . 


In  1964,  that  business  was  acquired  by  Litton 
Industries  and  operated  as  the  Mellonics 
Systems  Development  Division  of  Litton  until 
1986.  In  1986,  the  Mellonics  Division  and 
Litton’s  information  processing  operations 
were  merged  to  form  what  is  now  LCS. 

Organization  and  Structure 

Through  July  1996,  LCS  operated  from  the 
following  facilities: 

• San  Jose  (CA) — Division  headquarters  and 
Air  Force  space  systems  support 

• Carrollton  (TX) — Facilities  management 
(commercial) 

• Colorado  Springs  (CO) — Software  support 
for  the  Air  Force  Space  Command 

• Dayton  ( OH) — Automated  information 
systems  for  the  Air  Force  Materiel 
Command 

• Phoenix  (AZ) — Facilities  management 
(commercial) 

• Washington,  D.C. — Customer  support  and 
federal  marketing 

• Woodland  Hills  (CA) — Information 
processing  center,  user  help  desk,  customer 
support,  sales,  and  administration 

Effective  August  1,  1996,  LCS  will  be 
organized  into  the  following  facilities/units: 

• Woodland  Hills  (C A) — Division 
headquarters,  information  processing 
center,  user  help  desk,  customer  support, 
sales,  and  administration 

• Carrollton  (TX) — Facilities  management 
(commercial) 

• Phoenix  (AZ) — Facilities  management 
(commercial) 
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Sales  and  additional  customer  support  offices 
are  maintained  in  San  Diego  and  San  Jose 
(CA)  and  Lincoln  Park  (NJ). 

Company  Strategy 

LCS’  strategy  includes  the  following  elements: 

• To  focus  on  commercial  processing,  systems 
integration,  professional  services,  and 
telecommunications  opportunities 

• To  focus  on  the  travel  and  hospitality 
industry 

• To  focus  on  Year  2000  professional  services 

• To  focus  on  the  health  care  industry 

Financials 

INPUT  estimates  that  LCS’  total  fiscal  1995 
revenue  was  $110  million,  compared  to  $105 
million  in  fiscal  1994. 

Revenue  Analysis  by  Product/ Service 
Approximately  85%  of  total  revenue  for  fiscal 
1995  was  derived  from  commercial  and 
government  clients  and  15%  from  other 
divisions  of  Litton  Industries. 

Approximately  60%  of  noncaptive  revenue  was 
derived  from  processing  services  and  40% 
from  professional  and  systems  integration 
services. 

Market  Financials 

Approximately  60%  of  noncaptive  revenue  was 
derived  from  commercial  clients  and  40%  from 
government. 

LCS’  network  and  communications  services 
revenue  is  derived  primarily  from  commercial 
customers  and  other  Litton  divisions. 

Information  processing,  professional  services, 
and  system  development  revenue  is  derived 


from  government,  as  well  as  commercial 
customers. 

Commercial  clients  are  from  the  distribution, 
health  care,  manufacturing,  restaurant,  retail, 
software  development,  and  travel  and 
hospitality  industries. 

Geographic  Markets 

Virtually  all  of  LCS’  fiscal  1995  noncaptive 
revenue  was  derived  from  the  U.S. 

Employees 

Prior  to  the  restructuring  of  its  operations, 
LCS  had  a staff  of  approximately  650, 
including  federal  and  commercial  operations 
and  data  processing  support  for  Litton. 

LCS  now  has  approximately  400  employees  in 
support  of  its  commercial  operations. 

Key  Products  and  Services 

Information  Processing 

LCS  provides  on-line  processing  services  via 
the  LITTON  DATA  NETWORK  (LDN)  from 
its  Woodland  Hills  (CA)  data  center. 

• The  center  has  a combined  floor  space  of 
145,000  square  feet. 

• Hotline  support  for  all  Information 
Processing  customers  is  provided  from  this 
facility. 

• Additional  customer  support  staffs  are 
maintained  in  Woodland  Hills  and  in  the 
Washington,  D.C.  area. 

Information  Processing  is  offered  in  both 
timeshared  and  dedicated  modes.  A selection 
of  front-end  processors,  software,  and 
customized  interfaces  provides  connectivity  to 
any  customer’s  workstation  environment. 
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• IBM  3090-600J,  3090-600S,  and  E/S  9121- 
320  mainframes  are  installed  in  support  of 
processing  and  network  services. 

• Software  is  available  for  database 
management,  data  management,  financial 
decision  support,  financial  modeling, 
graphics,  health  care  services, 
manufacturing,  office  systems,  work 
scheduling,  statistical,  system  security, 
word  processing,  and  network  management 
applications. 

• Imaging  and  optical  disk  technology  for 
CALS  and  other  applications  is  also 
supported. 

LCS  also  assists  in  third-party  equipment 
management. 

Major  client  application  areas  include  MIS 
systems  for  various  systems  of  businesses, 
retail  management  systems  for  several  types 
of  store  chains,  and  manufacturing  resource 
planning  and  production  control. 

For  the  travel  and  hospitality  industry,  LCS 
will  provide  facilities  management,  system 
development,  and  systems  integration 
services. 

Recent  clients/contracts  include  the  following: 

• In  the  second  quarter  of  1996,  LCS  was 
awarded  a multiyear  contract  with  HFS, 

Inc.  to  provide  reservations  and  business 
systems  facilities  management. 

• In  the  first  quarter  of  1996,  LCS  was 
awarded  a multiyear  contract  from  Rockwell 
Rocketdyne  Division,  a major  aerospace 
manufacturer,  to  provide  data  center 
outsourcing  and  network  management 
services. 


Effective  July  1996,  Litton  outsourced  its 
processing  for  its  federal  operations  to 
Lockheed  Martin. 

Information  Processing  Professional  Services 

LCS  provides  a range  of  information 
technology  services  to  Information  Processing 
clients  as  well  as  to  the  marketplace  in 
general. 

LCS  offers  studies,  planning  assistance, 
customized  development,  and  systems 
implementation,  operations,  and  ongoing 
maintenance  to  provide  total  solutions  to 
assist  clients  with  problems  in  information 
technology  assimilation.  Areas  supported 
include: 

• Business  management 

• System  analysis  and  design 

• CASE  technology 

• Strategic  systems  planning 

• Systems  integration 

• Client/server  applications 

• Optical  disk  technology 

• Project  management 

Systei7is  Design  and  Software  Development 

LCS  undertakes  the  implementation  of  major 
information  systems  for  the  federal 
government  in  the  areas  of  space  satellite 
control  and  logistics  management.  LCS  also 
provides  the  associated  engineering  services 
and  operations  management,  if  needed. 

Areas  of  expertise  include  systems 
engineering,  analysis,  integration,  and 
operation;  systems  modeling  and  simulation; 
command  and  control;  feasibility  studies; 
management  information  systems;  and  the 
development  of  real-time  software. 

LCS  is  a prime  contractor  for  the  U.S.  Air 
Force  Reliability  and  Maintainability 
Information  System  (REMIS). 
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• This  systems  integration  project  gives  the 
Air  Force  the  ability  to  retrieve  reliability 
and  maintainability  logistics  data 
worldwide.  REMIS  supports  more  than 
2,000  users  throughout  the  major  command, 
air  logistics  centers,  and  technology  repair 
centers. 

• The  system  consists  of  Tandem  Himalaya 
computers  and  hundreds  of  terminals. 

• The  current  value  of  this  10-year  program  is 
more  than  $130  million. 

For  more  than  three  decades,  LCS  has 
provided  continuing  support  to  U.S.  military 
space  programs  in  the  areas  of  systems 
design,  development,  and  software 
engineering. 

Since  1961,  LCS  has  served  as  a real-time 
data  systems  software  development  contractor 
for  U.S.  Air  Force  satellite  control  systems. 

• In  this  role,  LCS  has  developed  software  for 
orbit  support,  satellite  command  and 
control,  telemetry  evaluation,  and 
communications. 

• Software  support  provided  by  LCS  includes 
analysis;  design;  coding;  configuration 
management;  specification  development; 
integration,  test,  and  evaluation; 
verification  and  validation;  program 
maintenance;  documentation  and  library 
maintenance;  and  management  and 
consulting. 

Communications  and  Network  Management 
The  LITTON  DATA  NETWORK  (LDN) 
provides  client  connectivity  to  the  LCS 
Information  Processing  systems  and  also 
provides  others  with  high-capacity,  fully 
redundant,  and  auto  rerouting  data 
communications  capability  on  an  outsourced 
basis. 


The  LDN  consists  of  multiple  T-l  backbone 
circuits  and  numerous  integrated  digital 
network  exchanges  that  provide  connectivity 
to  network  nodes  throughout  the  U.S.  and  in 
Europe  and  the  Far  East. 

In  support  of  LDN  users,  LCS  also  provides  a 
package  of  network  services,  including: 

• Voice  and  data  requirements  analysis 

• Network  evaluation  and  integration 

• Communications  software  development 

• Network  management 

• Network  (LAN  and  WAN)  consulting  and 
design 

• EDI 

• Transparent  data  transfer 

• Multiplatform  computing 

• Project  management 

Clients 

LCS’  primary  government  client  is  the  U.S. 
Air  Force. 

Major  commercial  clients,  by  industry,  include 
the  following: 

• Distribution — AmeriGas,  Wickes  Lumber, 
Terex,  Air  Liquide 

• Health  care— Kaiser,  Oxford  Health  Plan, 
PacifiCare,  Prudential  Prucare 

• Manufacturing — NASSCO,  Rockwell 
Rocketdyne  Division,  Solar  Turbines,  Inc. 

• Restaurants — Foodmaker 


Litton  Computer  Services 
June  1996 


INPUT  1996  Reproduction  prohibited. 


Page  5 of  6 


INPUT  Vendor  Profile 


• Retail — Barney’s,  Brooks  Brothers,  Star 
Markets 

• Software  development — Sterling  Software, 
Viasoft 

• Travel  and  hospitality — American  Tours 
International,  Hawaiian  Airlines,  Hilton 
Hotels  Corporation,  HFS,  Inc. 

Marketing  and  Sales 

LCS  sells  its  commercial  services  primarily 
through  a direct  sales  force. 

Alliances 

LCS  has  alliances/marketing  agreements  with 
various  vendors,  including: 

• Computer  Associates  International 

• Dun  & Bradstreet  Software 

• Hewlett-Packard 

• IBM 

• Sun  Microsystems 

• Sybase 

• Viasoft 

Competition 

LCS’  competitors  include  the  major  players 
across  the  spectrum  of  the  government  and 
commercial  information  services  business, 
including  Computer  Sciences  Corporation 
(CSC),  Electronic  Data  Systems  (EDS), 
General  Electric,  Andersen  Consulting, 
Lockheed  Martin,  Loral,  and  TRW. 

In  the  commercial  market,  major  competitors 
include  EDS,  CSC,  and  IBM  ISSC. 


Assessment 

LCS’  major  strengths  include: 

• Facilities  management 

• Data  center  migration  services 

• Database  management 

• Systems  development  and  systems 
integration 

• Reliability  of  services 

Challenges  over  the  coming  year  include: 

• Expand  commercial  processing,  systems 
integration,  professional  services,  and 
telecommunications  opportunities 

• Expand  travel  and  hospitality  industry 
client  base  and  services 

• Expand  Year  2000  services 

• Expand  health  care  industry  client  base  and 
services 


Parent  Company 
Litton  Industries,  Inc. 

21240  Burbank  Boulevard 
Woodland  Hills,  CA  91367-6675 
Phone:  (818)  598-5000 
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LLOYD  BUSH,  INC. 

40  Broad  Street 
New  York,  NY  10004 
(212)  809-8560 


rAX 


Lloyd  A.  Bush,  President 
Private  Company 
Total  Employees:  20 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $1,500,000* 

*INPUT  estimate 


Lloyd  Bush,  Inc.  provides  an  electronic  data  interchange  (EDI) 
software  product  line  and  management  consulting  services  for  the 
financial  community. 


Key  Products  and  The  majority  of  Lloyd  Bush's  revenues  are  derived  from 
Services  management  consulting  services  for  the  financial  community.  These 

services  are  not  considered  information  services.  The  remainder  of 
the  company's  revenue  is  derived  from  EDI  software. 


Si--'  s! 


Lloyd  Bush's  EDI  standalone  EDI  translation  package,  known  as  X- 
Change,  was  introduced  in  1985.  X-Change  supports  ANSI  X12, 
UCS,  TDCC,  UICS,  TCIF,  and  other  standards  and  is  available  for 
the  IBM  PC  and  compatibles  running  under  MS-DOS  and  for  Sun 
Microsystems  equipment  running  under  UNIX.  All  the  major  third- 
party  networks  are  supported. 

• X-Change  features  include  one-step  document  turnaround, 
unattended  sending,  automatic  trading  partner  setup, 
import/export  of  data  in  ASCII  file  formats,  pop-up  selection 
windows,  on-line  help,  a simplified  user  manual,  and  an  archive 
utility. 

. Qualifying  EDI  hubs  can  purchase  a license  for  unlimited  copies 
for  trading  partner  use.  The  license,  which  is  free,  specifies  only 
one  entity  and  location  as  the  trading  partner  for  all  the  copies 
the  EDI  hub  distributes.  Copies  of  the  software  are  provided  at 
cost--approximately  $10  each. 

. Users  who  need  the  capability  to  reach  additional  trading 
partners  can  upgrade  to  the  multitrader  partner  version  of  X- 
Change  for  a one-time  charge  of  $895.  This  upgrade  can  be 
received  electronically  from  Lloyd  Bush  the  same  day  it  is 
ordered. 
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. Lloyd  Bush  has  licensed  X-Change  to  250  clients  (EDI  hubs)  that 
support  over  50  trading  partners. 

Industry  Markets 

Lloyd  Bush  sells  its  software  products  to  all  industries.  Initially,  the 
company  was  most  successful  in  marketing  its  EDI  software  to  the 
railroad  industry. 

Geographic 

Markets 

Approximately  95%  of  Lloyd  Bush’s  EDI  software  revenue  was 
derived  from  the  U.S.  and  5%  from  international  sources. 
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Cross  Industry:  Telecommunications 


Local  Area  Telecommunications,  Inc.  (LOCATE) 

17  Battery  Place 
Suite  1935 

New  York,  NY  1 0004 
(212)  509-511  I 

CEO:  Pericles  Spirakis 
Private  Corporation 

Employees:  25 


The  Company: 

This  New  York  firm  specializes  in  creating  microwave  digital  termination  service 
(DTS)  networks  and  was  one  of  the  first  involved. 

With  operations  in  20  cities,  it  claims  to  be  the  most  successful  vendor 
configuring  such  networks  for  links  between  and  among  brokerages,  investment 
bankers,  and  their  major  customers  in  the  New  York  City  area. 

LOCATE  also  provides  DTS  links  to  long-haul  microwave  and  fiber  optic  carriers, 
using  the  facilities  of  Qwest  Microwave  and  Cable  & Wireless  in  the  New  York 
area  for  connections  to  Chicago  and  the  West  Coast. 

LOCATE  will  provide  direct  connections  to  AT&T  as  per  customer  requirements. 

Target  Industries: 

The  primary  targeted  market  is  large  Fortune  500  firms  requiring  between  four 
and  eight  T-l  capacity  links  for  connections  between  distributed  company 
locations. 
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Logica  Inc. 


President  & CEO:  William  Engel 

32  Hartwell  Avenue 
Lexington,  MA  02173-3103 
Phone:  (617)476-8000 

Fax:  (617)476-8010 


Status: 

Parent  Company 

Employees: 

Revenue: 

Fiscal  Year  End: 


Subsidiary 
Logica  pic 
550 

$ 52,000,000 
6/30/94 


Key  Points 

• Logica  Inc.  (formerly  Logica  North  America  Inc.) 
is  a subsidiary'  of  Logica  pic,  a leading 
independent  systems  integration,  consulting  and 
software  firm  supporting  banks,  financial  services 
companies,  utilities  and 

information/communications  vendors  worldwide. 

• In  November  1994.  the  company  announced  the 
changing  of  its  name  to  Logica  Inc.  and  the 
relocation  of  its  headquarters  from  Waltham 
(MA)  to  Lexington  (MA). 

• In  May  1994.  Logica  Inc.  acquired  Precision 
Software  (Williamsburg,  VA),  adding  market- 


leading commercial  lending  products  to  Logica's 
portfolio  of  financial  sector  software  products. 

• Logica  Inc.  has  recently  announced  several 
alliances,  including  marketing  agreements  with 
Hogan  Sy  stems,  Atchley  Systems,  Applied 
Communications,  Inc.  and  Shared  Systems 
Corporation. 

• In  September  1 994,  the  company  announced  the 
acquisition  of  the  Software  Division  of  Synercom 
Technology,  Inc.  that  provides  client/server 
systems  for  work  management  in  the  utilities 
industry'. 

• In  December  1994,  Logica  established  a Retail 
Delivery  Systems  Division  based  in  Dallas  (TX). 
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Company  Description 

Logica  Inc.  provides  systems  integration, 
consulting  and  application  development 
professional  services  and  software  products 
primarily  to  banks  and  financial  services  firms, 
utilities,  information/communication  companies 
and  multimedia  content  and  service  providers. 

Logica  Inc.  was  formed  in  1988  with  the  merger  of 
Data  Architects,  Inc.  of  Waltham  (MA)  and  the 
North  American  Operations  of  U.K. -based  Logica 
pic. 

• Logica  acquired  Data  Architects  for 
approximately  $37.8  million.  Data  Architects,  a 
software  and  services  firm  founded  in  1967,  had 
300  employees  at  the  time  of  the  acquisition  and 
revenue  of  $34.7  million  for  the  fiscal  year 
ending  November  30,  1987. 

• The  merged  operations  were  named  Logica  Data 
Architects,  operating  as  a wholly  owned 
subsidiary  of  Logica  pic. 

• In  1991.  Logica  Data  Architects  officially 
changed  its  name  to  Logica  North  America  Inc. 

• In  late  1 994.  Logica  North  America  changed  its 
name  to  Logica  Inc. 

Logica  pic,  with  revenues  of  approximately  $350 
million,  has  offices  in  17  countries  and  3,400 
employees  worldwide. 

• Its  mission  is  to  provide  systems  integration, 
consulting,  software  development  and  training 
and  after  sales  support  services  to  enable  its 
clients  to  implement  strategic  solutions  to  meet 
their  business  needs. 

• In  addition  to  the  banking,  financial  services, 
information  and  communications  industries, 
Logica  pic's  worldwide  focus  includes  space  and 
communications,  defense,  government, 
manufacturing,  transportation,  energy  and 
utilities. 


Organization  and  Structure 

Logica  Inc.  is  organized  along  lines  of  business  and 
includes  the  following  units: 

• The  Banking  and  Finance  Group  is  responsible 
for  products  and  services  to  the  banking  and 
financial  services  markets  and  includes: 

- Core  Retail  Banking  and  Commercial  Lending 

- Wholesale  Banking  and  Financial  Services, 
including  Asset/Liability  Management 

- Retail  Delivery  Systems 

- Funds  Transfer 

• The  Applied  Technology  Group  applies  and 
integrates  multiple  technologies  to  build  complex 
systems  and  platforms.  Tire  group  focuses  on 
key  strategic  technologies  including  multimedia, 
on-line  transaction  processing,  voice, 
client/server,  messaging  and  middleware, 
platform  development  and  vendor  product 
development. 

• The  Interactive  Multimedia  Group  was  formed  to 
define  and  solve  business  problems  associated 
with  emerging  innovative  applications.  The 
group  focuses  on  the  application  of  advanced 
digital  media  technologies  to  infomration 
dissemination,  presentation  and  communication. 

• The  Syncrcom  Division,  based  in  Houston  (TX), 
was  formed  with  the  acquisition  of  Synercom 
Technology.  It  provides  client/server  systems  for 
the  utilities  industry. 

Logica  Inc.  is  headquartered  in  Lexington  (MA) 
and  has  offices  in  Dallas  and  Houston  (TX),  Ft. 
Lauderdale  (FL),  Los  Angeles  and  San  Francisco 
(CA),  New  York  (NY),  Williamsburg  (VA)  and 
Toronto  (Ontario.  Canada). 

Company  Strategy 

Logica  Inc.'s  strategy  is  to  focus  on  business  areas 
where  Logica  possesses  differentiation  and 
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leadership  credentials — banking,  financial  services 
and  interactive  multimedia.  Partnerships  and 
alliances  will  be  key  in  developing  opportunities  in 
these  selected  markets. 

Technologically,  the  company  focuses  on  the  areas 
of  multimedia,  on-line  transaction  processing, 
voice,  client/server  and  messaging  middleware. 

Financials 

Logica  Inc.'s  fiscal  1994  revenue  is  estimated  at 
$52  million,  a 4%  increase  over  fiscal  1993 
revenue  of  $50  million. 

Logica  pic’s  North  American  operations  attained 
an  operating  profit  in  fiscal  1994,  after  an 
operating  loss  in  fiscal  1993.  Significant  increases 
in  North  American  revenue  were  partially  offset  by 
declines  in  international  revenue. 

• This  performance  improvement  resulted  from  a 
tightly  focused  and  restructured  organization  and 
the  creation  of  an  effective  management  team  to 
run  the  business. 

• All  parts  of  the  business  were  profitable  except 
the  funds  transfer  business  where  the  company 
invested  substantially  in  research  and 
development  to  upgrade  a major  product  line. 

Market  Financials 

Logica  Inc.'s  revenue  is  derived  primarily  from 
banking  and  financical  services  and 
information/communications  companies. 

Approximately  64%  of  Logica  pic's  revenue  is 
derived  from  systems  integration  services,  23% 
from  consulting  and  systems  development 
professional  services  and  13%  from  software 
products. 

Geographic  Markets 

INPUT  estimates  approximately  90%  of  Logica 
Inc.'s  fiscal  1994  revenue  was  derived  from  North 
.America  and  10%  from  international  sources. 


Acquisitions 

In  September  1994,  Logica  announced  an 
agreement  to  purchase  the  Software  Division  of 
Synercom  Technology,  Inc. 

• The  division  provides  client/server  systems  for 
work  management  in  the  utilities  industry  Its 
key  product  is  the  Work  Management 
Information  System  (WMIS). 

• The  division,  with  66  employees,  had  revenue  of 
$10.6  million  for  the  fiscal  year  ending  October 
31,  1993,  of  which  $3.6  million  was  from 
international  sources. 

• With  this  acquisition,  Logica  combines  its 
expertise  in  consulting,  systems  integration  and 
project  management  to  electricity,  gas  and  water 
utilities  with  Svnercom’s  WMIS  software.  The 
product  will  be  marketed  through  Logica’s 
international  network  of  offices. 

• In  addition,  Syncrcom’s  INFORMAP  family  of 
software  products  and  customer  base  will 
complement  Logica's  strength  in  geographic 
information  systems. 

• Synercom  now  operates  as  a division  of  Logica 
Inc. 

In  May  1994,  Logica  Inc.  acquired  Precision 
Software,  Inc.  of  Williamsburg  (VA).  The 
acquisition  was  accounted  for  as  a purchase. 

• Precision  Software,  with  approximately  20 
employees,  provides  software  products  for 
commercial  lending  applications. 

• Precision  Software  now  operates  as  the 
Commercial  Lending  division  of  Logica  Inc. 
within  the  Banking  and  Finance  Group. 

Employees 

As  of  January  1995,  Logica  Inc.  had  approximately 
550  employees,  segmented  as  follows: 
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Marketing  and  sales 23 

Retail  banking 118 

Commercial  lending 24 

Applied  technology 102 

Multimedia 32 

Funds  transfer 42 

Messaging/middleware 11 

Engineering/programming 48 

General  and  administrative 50 


450 

Key  Products  and  Services 

Logica  Inc.  has  custom  applications  development, 
consulting  and  systems  integration  expertise  in  the 
areas  of  banking,  financial  services,  utilities, 
mformation/communications  and  interactive 
multimedia. 

Examples  of  projects  for  the  financial  services 
community  include  the  following: 

• Logica  upgraded  the  order  processing  system  for 
Merrill  Lynch  by  linking  all  of  Lynch's  branch 
locations  to  a central  system  that  connected  the 
brokerage  house  to  all  major  exchanges.  The 
system  gives  the  firm  24-hour  service,  seven  davs 
a week. 

• For  Midland  Bank,  Logica  provided  a single 
payment  gateway  to  help  the  bank  meet  its 
business-critical  payment  processing  needs. 

• For  a major  mutual  funds  company,  Logica 
helped  streamline  customer  service  operations  by 
providing  connections  from  existing  systems  to 
new  applications  using  a client/server 
architecture  and  a single-point  access  to  all 
customer  and  corporate  plan  information. 

• Using  BESS  as  its  core,  Logica  built  the  world's 
largest  international  banking  network  for  Bank  of 
Tokyo,  designed  for  multibank,  multiofTice  and 
multicurrency  processing.  The  network 
decentralized  Bank  of  Tokyo’s  operations  and 
enables  branches  and  correspondents  to  send 
messages  directly  without  first  routing  them 
through  headquarters. 


• For  Japan  Travel,  Logica  used  client/server 
technology  to  provide  a single  front-end  gateway 
that  enabled  the  agency  to  interconnect  all  of  its 
critical  business  systems  and  connect  outside 
services.  Terminals  in  the  company's  300  branch 
offices  were  replaced  with  workstations 
connected  to  home  office  mainframes  via  a wide- 
area  network. 

• In  November  1994,  Logica  Inc.  announced  it  had 
successfully  completed  one  of  the  world’s  largest 
installations  of  Hogan  banking  software  at 
Australia  and  New  Zealand  (ANZ)  Banking 
Group.  In  partnership  with  ANZ,  Logica  has 
implemented  an  advanced  core  retail  banking 
system  which  has  been  installed  in  AMZ’s 
network  of  more  than  1,200  retail  branches  and 
lending  and  inquiry  support  centers  for  use  by 
more  than  14,000  employees.  The  project  lasted 
more  than  four  years  and  required  a dedicated 
team  from  Logica  and  ANZ  totaling  up  to  400 
people  throughout  the  life  of  the  project. 

Examples  of  projects  for  the 
tclecommunications/communications  and  other 
industries  include  the  following: 

• Logica  Inc.  worked  jointly  with  Motorola  and 
Tandem  Computers  to  develop  the  EMBARC 
(Electronic  Mail  Broadcast  to  a Roaming 
Computer)  Switch,  the  backbone  of  an  advanced 
wireless  messaging  system.  The  switch  allows 
EMBARC  to  interconnect  with  public  and 
private  E-mail  systems,  store  messages  and  sort 
and  deliver  wireless  E-mail  and  business 
information. 

• For  Broadcast  Television  Network,  Logica 
provided  a number  of  systems  to  control 
television  game  shows,  present  questions  and 
answers  to  the  host,  cue  the  still  pictures  and 
video  tape  recorders  for  visual  questions  and 
drive  the  graphics  displays. 
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• For  a major  broadcasting  company's  image 
library,  Logica  provided  a video  image 
management  system  called  Gallery  2000  to  store, 
retrieve  and  manage  its  stock  of  images.  The 
system  uses  optical  disc  storage  technology  and  a 
database  system  for  tracking  the  images'  content 
and  location. 

• For  a major  telecommunications  carrier,  Logica 
is  developing  the  core  software  infrastructure  for 
an  interactive  TV  system.  In  conjunction  with 
advanced  video  and  computing  hardware,  the 
software  will  be  the  platform  on  which  a 
spectrum  of  interactive  and  multimedia  services 
will  be  provided  by  the  carrier. 

• For  British  Broadcasting  Corporation,  Logica 
developed  a database  system  and  retrieval 
software  to  support  the  BBC’s  Domesday 
System— a study  of  Britain  using  interactive 
video  and  sound.  Logica's  software  enables  the 
user  to  access  the  information  instantly  and 
change  freely  from  image  to  text  to  data  display. 

• In  February  1994,  Logica  North  America  was 
selected  as  a Vendor  on  Premise  (VOP)  by  the 
IBM  personal  systems  programming  center  in 
Boca  Raton  (FL).  Logica  is  providing  IBM  with 
technical  expertise  related  to  the  support  and 
development  of  OS/2. 

Products 

Logica  Inc.'s  software  products  arc  generally 
provided  to  clients  as  part  of  a professional 
services/systems  integration  project  and  generally 
support  financial  and/or  network-related 
applications. 

• Bank  Electronic  Support  System  (BESS)  is  a 
Tandem-based  communications  and  fund  transfer 
and  payments  system  for  regional  and 
international  banks.  Thirty  of  the  top  100  North 
American  banks  and  45  banks  worldwide  use 
BESS. 


• FASTWIRE  is  a DEC-based  product  designed  to 
automate  message  switching,  funds  transfer  or 
wireroom  operations  of  financial  institutions. 

• Logica  Transaction  Director  (LTD)  is  messaging 
middleware  that  links  hardware  (hosts,  terminals, 
intelligent  network  sites.  LANs  and  printers)  and 
software  from  diverse  vendors  into  a single 
network.  LTD,  which  is  implemented  on 
Tandem  NonStop  computers,  can  function  as  a 
gateway  system,  a connectivity  platform,  a 
message  switch  or  a backbone  network. 

• HotScan,  introduced  in  1993,  enables  banks  to 
automatically  check  payments  and  messages 
against  a file  of  blocked  or  frozen  accounts  while 
maintaining  continual  transaction  processing. 
HotScan  is  fully  integrated  with  BESS. 

• ComplyWire,  from  Atchlev  Systems,  is  an  anti- 
money laundering  funds  transfer  recordkeeping 
solution  for  banks  worldwide. 

In  October  1 994,  Logica  announced  its  Xchange 
program — its  strategic  plan  for  a next  generation  of 
messaging  and  payments  products  and  the  banking 
industry’s  first  funds  transfer  system  based  on 
industry  standard  open  client/server  architecture. 

• As  part  of  the  Xchange  program,  Logica  has 
selected  Tandem  Computers  as  the  preferred 
vendor  and  will  use  Tandem's  UNIX  systems 
technology. 

• The  Xchange  family  of  messaging  and  payments 
solutions  will  be  initially  comprised  of  three 
modules — DataXchange.  MessageXchange  and 
FundsXchange — to  be  introduced  over  the  next 
three  years. 

Logica's  retail  banking  consultants  have 
successfully  completed  more  than  300  retail  core 
systems  projects  for  banks  using  the  Hogan 
Integrated  Banking  Application  (IBA). 
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• The  company’s  focus  is  to  implement  custom-fit 
banking  systems  that  meet  the  business  and 
operational  needs  of  banks.  Logica  acts  as  a 
partner  to  its  clients  in  the  implementation  and 
upgrade  of  systems. 

• Logica  is  a leading  independent  implementor  for 
Hogan  software  worldwide.  Based  on  an 
implementation  methodology  specifically 
developed  for  Hogan/IBA,  Logica’s  Hogan 
projects  have  been  staffed  from  the  company’s 
designated  Hogan  competency  center  in  Los 
Angeles. 

• Hogan-related  products/services  provided  by 
Logica  include: 

- Logica  Conversion  System  is  a program  used 
to  convert  existing  databases  to  Hogan/IBM 
Integrated  Banking  Applications  for  deposits, 
loans,  RPM  and  customer  information  system 
databases. 

- Logica  Integrity  System  software  maintains 
data  integrity  within  a Customer  Information 
System  and  between  product  databases. 

- Source  Control  Workbench  is  a project  control 
tool  for  source  software  changes  in  the 
development  environment. 

- IrisTool  is  a set  of  integrity  tools  for  converting 
to  and  running  Hogan's  integrated  loan  product 
to  ensure  the  accuracy  of  the  loans  database. 

- Logica  offers  various  Hogan  training  services, 
including  hands-on  training,  intensive  training, 
user  training  and  Mastering  Hogan  Series 
(MHS) — a complete  series  of  self-directed 
technical  training  courses  for  the  new  and 
experienced  programmer/analyst  desiring  to 
become  productive  in  the  Hogan/IBM 
development  environment. 

Logica  Inc.'s  Banking  Decision  Systems  division 
markets  the  following  asset/liability  management 
products  for  IBM  and  compatible  mainframes. 


IBM  RS/6000,  IBM  PS/2  or  compatibles,  DEC 

VAX  and  UNIX  platforms: 

• BankMaster  Plus  is  a decision  support  product 
for  forecasting  and  reporting  financial 
information,  asset  and  liability  management  and 
profit  planning.  More  than  100  financial 
institutions  in  the  U.S.,  Canada  and  Europe  use 
BankMaster  Plus. 

• PathMaster  is  a specialized  application  derived 
from  BankMaster  Plus  that  extracts,  collects  and 
loads  data  from  multiple  databases  into  decision 
support  systems  for  direct  access  and  analysis. 

Logica  Inc.  offers  the  following  commercial  lending 

software  products: 

• Loan  Administrator  R — A niche  portfolio  system 
for  larger  banks  and  a commercial  loan  solution 
for  smaller  and  community  banks. 

• Loan  Syndicator R — A departmental  lending 
system  for  larger  banks,  and  a commercial  loan 
solution  in  midsized  or  international  banks. 

As  a result  of  the  acquisition  of  the  Software 

Division  of  Synercom  Technology,  Logica  Inc. 

offers  the  following  products: 

• WMIS — A full-function,  integrated 
client/server  software  environment  that 
facilitates  the  management  of  utilities 
construction,  maintenance  and  operations  work 
requests  from  initiation  through  to  closing. 

The  software  is  installed  at  Entergy,  Hawaiian 
Electric,  Illinois  Power,  TU  Electric  and  other 
major  electric  and  gas  utilities  companies. 

• The  INFORMAP  family  of  spatial  information 
management  software — Combines  spatial, 
graphic  and  associated  attribute  data  in  an 
integrated  spatial  database  for  automated 
mapping  and  geographic  information  system 
applications. 
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Clients 

Financial  Services — Citibank,  Federal  Home  Loan 
Bank  of  Dallas,  NationsBank,  New  York  Life, 
Merrill  Lynch,  Chase  Manhattan,  First  Alabama 
Bank,  Key  Bank,  Lloyds  Bank,  Midland  Bank, 
Bank  of  England,  Standard  Chartered  Bank,  Royal 
Bank  of  Canada,  First  Interstate  Bancorp.,  Bank  of 
Hawaii,  Australia  and  New  Zealand  Banking 
Group,  The  Hong  Kong  Stock  Exchange,  Chemical 
Bank,  Bank  of  Tokyo,  Bank  Julius  Baer,  Credit 
Suisse,  Barclays  Bank,  Union  Bank  of  Switzerland 

Telecommunications  and  Systems 

Suppliers — Sprint,  Pacific  Bell,  Teleglobe  Canada, 

IBM,  U S WEST,  Boston  Technology,  Motorola, 

Cognitronics 

Utilities — Commonwealth  Electric,  Entergy, 
Northern  Illinois  Gas,  Illinois  Power 

Marketing  and  Sales 

Logica  Inc.  sells  its  products  and  services  in  North 
America  through  a direct  sales  force  operating  out 
of  offices  in  Lexington  (MA),  Dallas  and  Houston 
(TX),  Ft.  Lauderdale  (FL),  Los  Angeles  and  San 
Francisco  (CA),  New  York  City,  Williamsburg 
(VA)  and  Toronto  (Ontario,  Canada). 

In  addition  to  its  direct  sales  activities,  Logica  has 
various  marketing  agreements  with  other  vendors. 

Alliances/Partnerships 

In  December  1994,  Logica  signed  a non-exclusive 
global  distribution  agreement  with  Shared  Systems 
Corporation  to  market  Shared  Systems'  ON/X 
open  systems  software  environment  for  on-line 
transaction  processing  on  the  AT&T  Global 
Information  Solutions  UNIX  platform. 

• The  agreement  covers  more  than  200  countries 
worldwide  (excluding  the  U S.  and  Canada). 

• Logica  Inc.'s  Retail  Delivery  Systems  unit 
(based  in  Dallas)  will  spearhead  the  international 
effort  and  will  initially  market  ON/X  to  major 
retail  banks  and  financial  services  organizations 


with  moderate  to  high-volume  processing 
requirements  in  Australia.  Europe,  the  Far  East. 
Mexico,  the  Middle  East  and  Latin  America 

In  August  1994,  Logica  Inc.  signed  an  agreement 
with  Applied  Communications,  Inc.  (ACI)  giving 
ACI  marketing  and  distribution  rights  to  Logica's 
HotScan  product. 

In  July  1994,  Logica  Inc.  was  named  as  Seque 
Software’s  first  value-added  remarketer.  Logica 
has  rights  in  the  banking  industry  to  offer  Seque’s 
QA  Partner™  cross-platform  testing  tool  with 
Logica's  BESS  communications  and  funds  transfer 
product  and  Precision  Software's  commercial 
lending  products. 

In  June  1994,  Logica  Inc.  signed  a joint  marketing 
agreement  with  Atchley  Systems,  Inc.  of  Dallas 
(TX)  whereby  Atchley  will  create  an  interface  for 
its  COMPLY/WIRE  wire  transfer  recordkeeping 
system  and  integrate  it  with  Logica’s  BESS 
communications  and  funds  transfer  product. 

Atchley  will  market  COMPLY/WIRE  to  BESS 
users  worldwide. 

In  May  1994.  Logica  Inc.  announced  that  Hogan 
Systems  has  named  Logica  as  a preferred  vendor 
As  a result  of  the  agreement,  Logica  Inc.  is  the  first 
and  only  vendor  at  this  time  with  the  right  to  license 
Hogan  Systems  products  for  use  in  building 
support  tools,  ancillary  products  and  training  for 
the  Hogan  client  base. 

Interfaces  to  Logica's  BankMaster  Plus  product 
are  provided  by  Global  Advanced  Technology 
Corp..  Capital  Management  Sciences  and  The 
Trcpp  Group. 

Assessment 

Logica  Inc.’s  strengths  include: 

• Industry  expertise  coupled  with  technological 
expertise  and  project  mangement  skills 

• Focus  on  complex  technology  problems  with 
vertical  industries 
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Challenges  include: 

• Being  responsive  to  market  growth 

• Investing  in  resources  to  facilitate  growth 

• Attaining  revenue  growth  of  20%  to  30%  over 
the  next  four  years. 


Parent  Company 

Logica  pic 
68  Newman  Street 
London.  W1A  4SE 
United  Kingdom 
Phone:  +44  171  637  91 1 1 
Fax:  +44  171  817  7006 
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LOGICON,  INC. 

3701  Skypark  Drive 
Torrance,  CA  90505-4794 
Phone:  (310)  373-0220 

Fax:  (310)373-0220 


President  & CEO: 
Status 

Total  Employees: 

Revenue 

FYE: 


John  R.  Woodhull 
Public  Corporation 
3,043 
$325,072,000 
3/31/93 


Key  Points 


Logicon,  Inc.  provides  professional  services  primarily  to  the  federal 
government  for  military  applications  in  the  areas  of  command, 
control,  communications,  and  intelligence  (C3I)  systems. 

Although  the  budget  for  the  Department  of  Defense  has  been 
reduced,  Logicon  is  well-positioned  to  continue  to  provide  services 
because  of  its  expertise  in  communications  systems  interoperability, 
mission  planning,  and  intelligence  systems. 

In  1993,  Logicon  announced  the  development  of  a new  integrated 
computer-aided  software  engineering  (I-CASE)  system  to  meet  the 
need  for  tools  to  automate  and  standardize  the  software 
development  process. 


4 


-'A 
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In  order  to  reduce  cost  and  increase  efficiency,  Logicon  has 
relocated  two  operating  unit  headquarters  in  order  to  bring  senior 
management  closer  to  the  customer,  and  four  administrative  support 
departments  were  consolidated  into  two. 
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Company 

Description 


Organization/ 

Structure 


Logicon,  Inc.,  incorporated  in  California  in  1961,  provides  professional 
services  primarily  to  the  federal  government  for  military  applications  in 
the  areas  of  command,  control,  communications,  and  intelligence  (C3I) 
systems;  weapon  systems;  and  training  and  simulation  systems.  The 
company  also  provides  noninformation  services  research  related  to 
science  and  technology. 


Logicon's  corporate  headquarters  are  in  Torrance  (CA).  Logicon  is 

currently  organized  into  the  following  units: 

• Logicon  Operating  Systems,  headquartered  in  Arlington  (VA), 
provides  professional  services  to  military  and  civil  government 
intelligence  agencies. 

• Logicon  Strategic  & Information  Systems,  headquartered  in  San 
Pedro  (CA),  provides  professional  services  to  the  U.S.  Department 
of  Defense. 

• Logicon  Tactical  & Training  Systems,  headquartered  in  San  Diego 
(CA),  develops  automated  tactical  data  and  training  systems  for  air 
traffic  control,  flight,  and  military  applications. 

• Logicon  Control  Dynamics,  headquartered  in  Huntsville  (AL)  and 
acquired  by  Logicon  in  1986,  provides  automatic  control  and 
dynamics  engineering  services  for  military  and  space  applications. 

• Logicon  Eagle  Technology,  headquartered  in  Arlington  (VA)  and 
acquired  in  1989,  provides  defense-related  professional  services  to 
the  U.S.  government  in  the  training  and  simulation  and  C3I  areas. 

• Logicon  Fourth  Generation  Technology  (Logicon/4GT), 
headquartered  in  San  Diego  (CA)  and  acquired  in  1990,  provides 
custom  software  development  professional  services  primarily  to  the 
Department  of  Defense. 

• Logicon  Technical  Services,  headquartered  in  San  Pedro  (CA), 
provides  technical  and  professional  services  to  a variety  of  U.S. 
government  customers. 

• Logicon  R & D Associates,  acquired  in  1983  and  headquartered  in 
Los  Angeles  (CA),  provides  scientific  analysis  and  engineering 
services  to  the  federal  government  and  commercial  clients. 
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• Logicon  Ultrasystems,  Inc.  headquartered  in  Arlington,  (VA), 
provides  company  specializing  in  systems  engineering,  software 
development,  and  systems  development  and  integration  in  support  of 
C3I  applications. 

Company  Strategy 

C 

In  response  to  current  geopolitical  events  and  government  budget 
pressures,  Logicon  management  has  outlined  the  following  company 
strategies: 

• Establishing  a business  development  team  to  address  opportunities 
in  the  information  engineering  market 

• A focus  on  creating  products  derived  from  the  company's  technology 
base  that  can  be  marketed  to  both  government  and  commercial 
customers 

• A stringent  program  of  cost  reduction  and  control  involving  every 
organizational  element  of  the  company 

• Continuation  of  an  aggressive  acquisition  program 

As  a result  of  their  focus  on  the  information  engineering  and 
management  market,  Information  Systems  is  Logicon's  fastest  growing 
market,  with  revenues  more  than  doubling  over  the  past  two  years. 

Financials 

Fiscal  1993  revenue  was  $325  million,  a 9%  increase  over  fiscal  1992 
revenue  of  $299  million.  Net  income  was  $15.5  million,  compared  to 
$13.5  million  for  fiscal  1993.  A five-year  financial  summary  follows: 

L 
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FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/93 

3/92 

3/91 

3/90 

3/89 

Revenue 

$325.1 

$299.1 

$260 

$258.5 

$232.4 

• Percent  increase 
from  previous  year 

9% 

15% 

.5% 

11% 

6% 

Income  before  taxes 

$25.1 

$18.5 

$14.1 

$14.4 

$15.7 

• Percent  increase 
(decrease)  from 
previous  year 

36% 

31% 

(2%) 

(8%) 

7% 

Net  income 

$15.5 

$13.5 

$8.6 

$8.6 

$9.6 

• Percent  increase 
(decrease)  from 
previous  year 

15 

57% 

0% 

(11%) 

6% 

Earnings  per  share 

$2.04 

$1.74 

$1.07 

$0.95 

$1.06 

• Percent  increase 
(decrease)  from 
previous  year 

17% 

63% 

13% 

(11%) 

10% 

Acquisitions/  Acquisitions  announced  by  Logicon  include  the  following: 

Divestitures 

• In  January  1990,  Logicon  acquired  Fourth  Generation  Technology, 
Inc.  (4GT)  of  La  Jolla  (CA)  for  approximately  $2.7  million  plus 
contingent  payments  of  nearly  $1.3  million  based  on  future 
performance. 

- 4GT  provides  custom  software  development  professional  services, 
primarily  to  the  Department  of  Defense. 

- 4GT  had  over  100  employees  at  the  time  of  the  acquisition  and 
calendar  1989  revenue  of  approximately  $8  million. 

- 4GT  now  operates  as  a wholly  owned  subsidiary  of  Logicon. 

• In  July  1989,  Logicon  acquired  Eagle  Technology,  Inc.  (E-Tech)  of 
Winter  Park  (FL)  for  approximately  $9.3  million.  The  acquisition 
was  accounted  for  as  a purchase. 

- E-Tech  provides  defense-related  professional  services  to  the  U.S. 
government  in  the  training  and  simulation  and  C3I  areas. 
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- E-Tech  had  revenue  of  about  $25.5  million  for  fiscal  1989  and 
approximately  300  employees  at  the  time  of  the  acquisition. 

- E-Tech  now  operates  as  a wholly  owned  subsidiary  of  Logicon. 

• In  August  1990,  Logicon  also  acquired  Ultrasystems  Defense  Inc.,  a 

wholly  owned  subsidiary  of  Hadson  Corporation. 

- Ultrasystems,  headquartered  in  Irvine  (CA),  was  a professional 
services  company  specializing  in  systems  engineering,  software 
development,  and  systems  development  and  integration  in 
support  of  C?I  applications. 

- Ultrasystems  had  approximately  280  employees  and  annual 
revenues  of  $27  million.  Ultrasystems  is  now  operating  as  a wholly 
owned  subsidiary  of  Logicon. 

Employees 

As  of  March  31,  1993,  Logicon  had  approximately  3,043  employees. 

Competition 

Major  competitors  include  Science  Applications  International 
Corporation,  TRW,  Boeing  Computer  Services,  Loral,  GTE,  General 
Dynamics,  and  BDM. 

Key  Products  and 
Services 

Approximately  86%  ($210.9  million)  of  Logicon's  fiscal  1993  revenue 
was  derived  from  professional  services  and  14%  from  noninformation 
services  and  interest. 

A three-year  summary  of  source  of  revenue  by  application  area  follows: 
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THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/93 

3/92 

3/91 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Professional  services 

revenue 

-C3I  systems 

113.3 

35% 

$95.7 

32% 

NA 

NA 

-Weapon  systems 

64.7 

20% 

$74.8 

25% 

-Training  and 

simulation  systems 

$38.8 

12% 

$41.8 

14% 

-Information  Systems 

$58.3 

17% 

$38.8 

13% 

SUB  TOTAL: 

$273.1 

85% 

$251.1 

84% 

NA 

NA 

- Science  and  technology 

$48.5 

15% 

$46.6 

16% 

- Interest 

1.4 

1.3 

SUBTOTAL: 

$49.9 

14% 

$47.9 

15% 

NA 

NA 

TOTAL 

$325 

100% 

$299 

100% 

$259 

100% 

For  fiscal  1993,  approximately  76%  of  Logicon's  services  and  systems 
revenue  was  derived  from  cost  plus-type  contracts,  9.6%  from  fixed- 
type  contracts,  and  14.4%  from  time  and  materials  contracts.  Over  the 
last  three  fiscal  years,  Logicon's  contract  revenue  mix  has  remained 
relatively  unchanged. 

Major  awards  received  and  projects  performed  include  the  following: 
C3/  Systems: 

Revenues  from  the  C3I  market  grew  by  18%  in  1993  and  accounted  for 
35%  of  the  companies  revnues.  Logicon's  work  supporting  the  U.S. 
Army's  Tactical  Command  and  Control  Systems  Experimentation  Site 
(AES)  was  continued  during  fiscal  1993. 

• Logicon  is  coordinating  interoperability  services  through  contracts 
with  the  Joint  Interoperability  Engineering  Organization  (JIEO)  in 
Virginia  and  New  Jersey  and  with  JIEO's  Center  for  Test  and 
Evaluation  in  Arizona. 

• Logicon  has  been  providing  long-standing  support  to  the  Naval 
Center  for  Tactical  Systems  Interoperability  and  the  U.S.  Marine 
Corps  Interoperability  Program. 
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Logicon  is  supporting  the  Joint  Tactical  Fusion  Program,  which  will 
provide  new  intelligence  systems  to  be  used  by  the  Navy,  Air  Force,  and 
Marines. 

Logicon  continues  to  work  on  a major  subcontract  with  Martin 
Marietta  as  the  independent  verification  and  validation  contractor  for 
the  Federal  Aviation  Administration's  program  to  modernize  and 
restructure  the  National  Airspace  System. 

Weapon  Systems: 

Approximatley  20%  of  Logicon's  revenues  were  derived  from  the 
Weapons  Systems  market.  Revenues  have  declined  from  this  market  in 
1993  although  backlog  increased  to  $147  million,  including  $79  million 
in  firm  contracts  and  $68  million  in  contract  options.  Logicon  has 
focused  on  becoming  a market  leader  in  mission-planning  systems. 

Logicon  has  been  working  on  the  B-2  mission-planning  system 
development  since  1988.  The  system  will  support  the  B-2  mission- 
planning requirements  for  the  Joint  Strategic  Target  Planning  Staff 
(JSTPS)  at  the  headquarters  of  the  Strategic  Air  Command  (SAC)  and 
at  the  main  operating  bases. 

• Logicon  is  also  developing  enhancements  to  the  Automated  Target 
Tie-Up  systems  used  by  SAC  and  JSTPS  that  will  incorporate 
additional  weapon  systems  such  as  the  Advanced  Cruise  Missile. 

Under  a $7.4  million  contract  option  from  the  U.S.  Air  Force,  Logicon 
will  continue  to  enhance  and  maintain  software  supporting  the 
development  of  the  Single  Integrated  Operation  Plan,  as  well  as 
conventional  operational  plans  for  strategic  weapons. 

Closely  associated  with  this  activity  is  the  work  Logicon  has  undertaken 
on  the  Combined  Mating  and  Ranging  Planning  System  (CMARPS),  a 
software  system  used  by  military  plannners  to  develop  flight  routes. 

Training  & Simulation: 

Revenues  from  the  Training  & Simulation  market  were  down 
compared  to  fiscal  1992  and  accounted  for  12%  of  total  contract 
revenues. 

Logicon's  primary  contract  in  the  Training  & Simulation  market  is 
technical  support  to  the  U.S.  Army's  computer-based  Battle  Command 
and  Training  Program  (BCTP)  at  Fort  Leavenworth  (KS).  Logicon  is 
also  supporting  Army  battle  command  simulations  at  training  centers  in 
Fort  Bragg  (NC)  and  Fort  Lewis  (WA). 
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Information  Systems 

Logicon  first  identified  Information  Systems  as  a separate  market  in 
1991.  Current  projects  include  a broad  range  of  information  system 
applications,  from  networked  systems  with  multiple  users  to  the 
development  of  systems  tools.  These  software  systems  have  been 
developed  for  federal  government  and  commercial  clients. 

The  lead  product  for  Logicon  in  this  area  is  the  Logicon  Message 
Dissemination  System  (LMDS).  This  software  package  is  designed  to 
scan,  analyze,  and  distribute  large  volumes  of  incoming  messages  or 
documents  very  rapidly.  The  software  is  used  by  Dow  Jones  as  part  of 
its  //CLIP  service. 

Logicon  also  developed  a large  information  system  designed  to  support 
the  U.S.  Air  Force's  Foreign  Military  Sales  program. 

The  information  systems  market  for  the  federal  government  is  very 
large,  and  Logicon  is  now  under  contract  to  develop  three  new 
information  systems  for  the  U.S.  Postal  Service  and  to  re-engineer  and 
modernize  existing  information  systems  for  the  U.S.  Department  of 
Agriculture. 

Through  Logicon/4GT,  Logicon  offers  SyntheSystem,  an  automatic 
program  generator  developed  for  IBM  mainframes  running  under  the 
VM/CMS  operating  system. 

■ The  system  is  used  to  design,  develop,  implement,  operate,  and 
maintain  FOCUS-based  application  systems. 

• SyntheSystem  is  used  internally  in  support  of  custom  system 
development  services  provided  to  clients.  It  is  also  available  for 
license  to  FOCUS  users  with  systems  running  under  VM/CMS, 
which  primarily  includes  insurance,  bank,  and  telephone  companies. 
SyntheSystem  has  been  licensed  to  six  clients.  The  system  is  priced 
at  $200,000. 

Industry  Markets 

For  each  of  the  past  three  years,  approximately  95%  of  Logicon's 
revenue  was  derived  from  the  U.S  government,  primarily  the 
Department  of  Defense. 

Geographic 

Markets 

Virtually  all  of  Logicon's  revenue  is  derived  from  the  U.S. 
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LOMAS  INFORMaiiun  SYSIbMS 

1750  Viceroy  Drive 
Dallas,  TX  75235 
Phone:  (214)879-5952 
Fax:  (214)879-5176 


President: 

Status: 

Parent:  I 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Michael  E.  Patrick 
Subsidiary 
Lomas  Financial  Corp. 


400 

$35,000,000 

6/30/93 


Key  Points 


During  fiscal  1993,  Lomas  Information  Systems  (LIS)  completed  the 
conversion  of  the  portfolios  of  its  service  bureau  customers  from  a 
Unisys  environment  to  its  new  IBM-based  Excelis  mortgage  loan 
servicing  system. 

For  the  quarter  ending  June  1993,  LIS  restored  its  annualized 
noncaptive  revenues  to  approximately  $17.5  million,  which  had  been 
the  established  base  of  such  revenue  prior  to  the  conversion  process. 

During  the  year,  LIS  broadened  its  mission  to  include  outsourcing 
(systems  operations)  and  computer  utility  processing  services,  which 
contributed  significantly  to  LIS'  revenues  in  the  second  half  of  fiscal 


During  1993,  LIS  released  the  PC  version  of  its  loan  origination 
product  to  broaden  the  potential  market  for  this  system. 


1993. 
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Company 

Description 


Strategy 


Financials 


Lomas  Information  Systems  (LIS)  provides  processing  services,  systems 
operations  and  applications  software  products  to  the  mortgage  finance 
industry.  Its  products  include  software  packages  for  mortgage  loan 
servicing,  loan  production,  secondary  marketing  and  master  servicing, 
which  it  markets  on  both  a service  bureau  and  licensing  basis.  These 
systems  form  the  company's  Excelis  line  of  products. 

LIS  was  formed  in  1960  as  the  data-processing  arm  of  Lomas  Mortgage 
USA.  LIS  now  operates  as  a wholly  owned  subsidiary  of  Lomas 
Financial  Corporation,  a Dallas-based  firm  whose  principal  operating 
subsidiary-Lomas  Mortgage  USA-provides  mortgage  loan  servicing 
and  related  financial  and  administrative  services  to  third-party  investors 
of  residential  single-family,  mortgages  secured  by  properties  located 
throughout  the  U.S. 

LIS'  largest  customer  is  its  sister  company-Lomas  Mortgage  USA--with 
a loan  portfolio  of  more  than  600,000  and  accounting  for  60%  of  LIS' 
fiscal  1993  revenue.  LIS  also  currently  has  approximately  120  external 
customers  for  its  products  and  services. 


LIS  is  positioning  the  company  primarily  to  offer  both  licenses  and 
service  bureau  processing  for  each  of  its  products  and  is  focusing  on 
marketing  to  the  mortgage  lending  industry. 

The  target  market  for  the  company's  mainframe-based  loan  servicing 
software  is  institutions  with  more  than  100,000  loans.  The  target 
market  for  the  loan  servicing  service  bureau  offering  is  institutions  with 
at  least  10,000  loans.  Current  clients  for  LIS'  Excelis  Mortgage  Loan 
Servicing  System  range  from  lending  institutions  with  10,000  to  700,000 
loans. 

The  target  market  for  its  front-end  secondary  marketing  and  loan 
production  systems  is  companies  generating  at  least  250  loans  per 
month  and/or  with  10  originating  offices.  Current  LIS  clients  for  these 
front-end  products  have  up  to  200,000  closed  loans  per  year. 


LIS'  total  fiscal  1993  revenue  was  $35.0  million,  an  8%  decrease  from 
fiscal  1992  revenue  of  $37.9  million.  Operating  losses  were  $14.3 
million  in  fiscal  1993,  compared  to  losses  of  $18.0  million  in  fiscal  1992. 
A three-year  financial  summary  follows: 
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LOMAS  INFORMATION  SERVICES 
THREE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

6/93 

6/92 

6/91 

Total  revenue 

$35.0 

$37.9 

$34.6 

• Percent  change 

from  previous  year 

(8%) 

10% 

(12%) 

Noncaptive  revenue 

$13.9 

$18.1 

$17.0 

• Percent  change 

from  previous  year 

(23%) 

1% 

N/A 

Operating  (loss) 

$(14.3) 

$(18.0) 

$(39.1) 

• Percent  change 

from  previous  year 

21% 

54% 

(15%) 

LIS  has  sustained  losses  in  each  of  the  last  four  fiscal  years  due 
primarily  to  costs  of  developing  its  new  automated  servicing  system, 
and  to  related  delays  in  adding  customers  to  the  LIS  service  bureau. 

The  expense  of  simultaneously  running  two  mortgage  servicing  systems 
(Unisys  and  IBM)  during  the  conversion  processing  (from  June  1991 
through  March  1993)  has  now  been  eliminated  and  the  company 
expects  earnings  to  be  at  or  near  break-even  in  fiscal  1994. 

To  enable  development  of  LIS'  new  mortgage  loan  servicing  system  and 
to  position  the  unit  for  profitable  growth,  Lomas  Financial  Corporation 
has  made  cash  advances  to  LIS  periodically  since  1985.  Those 
advances  totaled  approximately  $ 18  million  in  fiscal  1993  and  $29 
million  in  fiscal  1992. 


Market 

Financials 


LIS'  revenue  is  derived  primarily  from  the  real  estate/mortgage  loan 
industry,  including  commercial  banks,  savings  and  loan  associations  and 
mortgage  banking  concerns. 

INPUT  estimates  that  more  than  80%  of  LIS  fiscal  1993  revenue  was 
derived  from  various  processing/systems  operations  services,  including 
its  service  bureau,  telecommunications,  outsourcing,  compute  utility 
and  remote  facilities  management.  The  remainder  is  derived  from 
software  licenses,  consulting  and  other  support  services. 
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Geographic 

Markets 

One  hundred  percent  of  LIS'  revenue  is  derived  from  the  U.S. 
The  company's  only  office  is  in  Dallas. 

Employees 

LIS  has  approximately  400  employees. 

Key  Products 
and  Services 

LIS'  Excelis  mortgage  systems  exchange  data  and  can  be  customized  to 
meet  specific  company  requests.  Besides  working  as  a total  package,  all 
systems  can  be  installed  separately  and/or  interface  to  non-Excelis 
systems. 

The  Excelis  Mortgage  Loan  Servicing  (MLS)  System,  introduced  in 
1990,  automates  a large  portion  of  the  previously  manual  mortgage 
servicing  functions  and  provides  increased  employee  productivity. 

• Excelis  MLS  was  designed  to  replace  LIS'  Unisys-based  servicing 
system,  providing  faster  response  time,  real-time  updates,  improved 
availability,  expanded  data  available  on-line  and  IBM  compatibility. 

• These  improvements  extend  to  all  phases  of  servicing  a portfolio, 
including  collecting  monthly  payments,  maintaining  complex  escrow 
accounts,  delinquency  and  foreclosure  processing,  remitting 
payments  to  investors  and  securityholders  and  accounting  to 
investors  and  securityholders  for  every  financial  transaction  relating 
to  their  mortgages. 

• Excelis  MLS  is  available  on  a service  bureau  basis  or  for  license  on 
IBM  370  platforms.  There  are  currently  18  service  bureau  clients. 

The  Excelis  Loan  Production  System  (LPS)  automates  the  loan 
application  process.  It  collects  and  validates  information  necessary  for 
a loan  application,  performs  calculations,  prepares  documentation  and 
tracks  the  progress  of  the  loan  through  funding. 

• Excelis  LPS  incorporates  pricing  and  control  for  both  retail  and 
wholesale/correspondent  lenders  or  brokers. 

• Excelis  LPS  is  available  on  a service  bureau  basis  or  for  license  for 
in-house  use  on  IBM  370  or  PC/LAN  environments.  There  are 
currently  two  service  bureau  clients  and  50+  software  clients. 

Excelis  Secondary  Marketing  System  (SMS)  facilitates  the  process  of 
selling  loans  in  the  secondary  market.  It  identifies  and  tracks  loans 
available  for  sale,  pools  groups  of  loans  as  backing  for  securities, 
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calculates  yields  of  loan  packages  and  prepares  the  loans  for  transfer  to 
investors  or  agencies. 

• Excelis  SMS  is  available  on  a service  bureau  basis  or  for  license  on 
IBM  370  platforms.  There  are  currently  two  service  bureau  clients 
and  19  software  clients. 

The  Excelis  Executive  Information  System  is  a PC-based  strategic 
decision  support  software  product  that  operates  on  a standalone  PC, 
LAN,  or  via  remote  dial-in  to  access  mainframe  data  from  other  Excelis 
applications. 

Outsourcing  services  provided  by  LIS  include  mainframe  computer 
utility,  remote  facilities  management,  consulting  and  development 
services. 

Telecommunications  services  provided  by  LIS  include  providing  an 
array  of  protocols  for  data  and  voice  communications  services, 
supporting  more  than  4,000  terminals.  LIS  also  supports  the 
development  and  installation  of  local-area  networks  and  provides 
disaster  recovery  services. 

Marketing 
and  Sales 

LIS  markets  its  products  and  services  in  the  U.S.  through  a direct  sales 
force. 

Alliances 

LIS  is  an  IBM  Industry  Application  Specialist  for  the  mortgage  banking 
industry. 

LIS  also  has  various  alliances/joint  marketing  agreements  as  follows: 

• VMP  (mortgage  forms) 

• FormMaker  Software  (forms  printing) 

• Bottomline  Technologies  (MICR) 

• Information  Builders  Inc.  (FOCUS) 

Clients 

LIS  customers  include  one-fourth  of  the  top  25  mortgage  servicers  and 
20  of  the  nation's  100  largest  commercial  banks. 

Major  service  bureau  clients  include: 

• PNC  Mortgage  Corporation  (with  315,000  loans) 

■ Huntington  Mortgage  Corporation  (100,000+  loans)  (active  1994) 

• Mercantile  National  Bank  of  St.  Louis  (30,000  loans) 
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Competitors 


LIS'  major  competitors  for  mortgage  loan  servicing  systems  include 
Data-Link  Systems,  Inc.  (acquired  by  FIserv  from  Mellon  Bank)  and 
Computer  Power,  Inc.  (acquired  by  Systematics  in  early  1992). 

Major  front-end  competitors  include  InterLink,  Gallager,  Stockholder 
Systems  Inc.  and  ALE. 
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PKS  INFORMATION  SERVICES,  Raul  Pupo,  President 

INC.  Subisidary  of  Peter  Kiewit  Sons' 

11707  Miracle  Hills  Drive  Total  Employees:  100 

Omaha,  NE  68154 

Phone:  (402)496-8500 

Fax:  (402)496-8670 


The  Company 


PKS  Information  Services,  Inc.  (PKS)  provides  systems  operations 
processing  and  professional  services  to  various  operating  units  of  its 
parent  and  other  commercial  clients. 

• PKS'  parent,  Peter  Kiewit  Sons'  is  a $5  billion  holding  company 
headquartered  in  Omaha  (NE)  with  operations  in  construction, 
mining,  and  timber.  Peter  Kiewit  has  designed  data  centers  for 
First  Data  Resources  and  U.S.  West. 

■ PKS  was  formed  in  late  1988  to  consolidate  the  data  center 
operations  of  Peter  Kiewit's  Continental  Can  business.  PKS 
President,  Raul  Pupo,  was  formerly  with  Genix. 

• PKS  has  also  been  marketing  its  services  to  other  clients  for 
about  one  year.  The  company  currently  has  about  five  to  eight 
outside  clients. 

The  company's  strategy  is  to  provide  quality  services  by  developing 
a partnership  with  its  customers,  sharing  in  the  responsibility  of 
satisfying  their  business  objectives. 

Competitors  include  Electronic  Data  Systems,  Perot  Systems,  and 
Litton  Computer  Services. 


Key  Products  and  PKS  specializes  in  the  systems  operations  segment  of  the 
Services  outsourcing  market,  providing  processing  and  associated  support 

services  to  clients  under  long-term  contracts. 

The  company  believes  its  pricing  is  very  competitive  compared  to 
the  bigger  systems  operations  vendors. 
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PKS'  services  include  the  following: 

• Computer  Operations  Management:  Includes  all  services 
necessary  to  plan,  schedule,  operate,  and  control  the  information 
processing  environment  according  to  customers'  time-driven 
and/or  event-driven  business  activities.  These  services  include 
job  scheduling/processing,  output  handling  and  distribution, 
equipment  acquisition  and  maintenance,  and  change  notification 
to  alert  users  of  any  changes  to  their  information  processing 
environment. 

• Data  Security,  Backup,  and  Recovery:  These  services  are  a 
standard  part  of  PKS'  systems  operations  services  to  protect  the 
customer's  information  against  unlawful,  unauthorized,  or 
improper  modification,  destruction,  or  disclosure.  PKS  also 
ensures  that  the  customer's  data  is  backed  up  according  to  its 
business  requirements. 

• Technical  Services:  Includes  the  systems  software  programming 
functions  necessary  to  support  and  maintain  the  customer's 
operating  system  environment.  Specific  services  include  the 
installation  and/or  maintenance  of  the  operating  system  and 
related  systems  software  products  to  be  compliant  with  new 
software  releases  and  changes  in  the  customer's  business 
operations.  Capacity  planning  and  performance  measurement 
analyses  to  tune  the  processing  environment  and  meet  the 
service-level  expectations  of  the  customer  are  provided. 

• Help  Desk  Services:  Includes  telephone  support  24  hours  a day, 
365  days  a year  by  senior  systems  technicians. 

• Telecommunications  Services:  PKS  provides  network 
engineering,  provisioning,  and  management  of  the  dedicated  data 
communications  circuits  and  other  related  hardware. 

- Customers  may  also  receive  electronic  mail  and  voice  mail 
services  on  an  as-needed  basis. 

- Two  long-distance  gateways,  located  separately  in  Omaha, 
provide  100%  redundancy. 

• PKS  also  offers  voice  telecommunications  at  significant 
savings.  Distribution  of  service  billing  and  cost  information, 
ongoing  management  of  service  levels,  and  recommendations 
to  improve  price/performance  are  also  provided. 

• Professional  Sendees:  PKS  staff  is  responsible  for  ensuring  . 
successful  migration  of  customers'  computer  operations  to  PKS' 
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Omaha  facility.  Staff  is  also  available  to  provide  certain 
applications  software  development  and  support  services, 
including  software  conversions,  ongoing  adaptive  and  corrective 
maintenance  of  existing  application  systems,  and  systems 
integration. 

Industry  Markets 

The  target  market  for  PKS'  services  is  corporations  that  use  IBM 
and  DEC  systems. 

Geographic 

Markets 

One  hundred  percent  of  PKS'  revenue  is  derived  from  the  U.S. 

Although  the  company's  only  office  is  in  Omaha,  its  services  are 
marketed  nationwide. 

Computer 

Hardware 

PKS'  data  center  in  Omaha  has  IBM-compatible  mainframes  and 
DEC  computers  installed. 

The  center  was  designed  to  ensure  non-stop  operations  for  its 
customers  and  take  advantage  of  scale  economies  in  hardware, 
software,  and  overhead. 

Customer  networks  are  configured  to  facilitate  both  low-cost 
incremental  growth  and  maximum  uptime.  In  managing  the 
network,  both  low-  and  high-speed  data  rates  are  monitored  to 
detect  potential  service-level  problems. 
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LORAL  CORPORATION 

600  Third  Avenue 
New  York,  NY  10016 
Phone:  (212)697-1105 


Chairman/CEO: 

President/COO: 

Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Bernard  L.  Schwartz 
Frank  C.  Lanza 
Public  Corporation 
NYSE 
22,000  (6/92) 
$2,882  billion 
3/31/92 


Key  Points 


Loral  believes  its  is  well-positioned  in  the  defense  industry  despite 
the  reduction  of  defense  expenditures  by  the  U.S.  government. 

Loral's  business  strategy  is  to  emphasize  upgrades  of  existing 
weapons  systems,  to  concentrate  on  further  developing  its  core  of 
advanced  technologies,  to  generate  an  increasing  proportion  of  its 
sales  to  foreign  customers,  and  to  selectively  extend  its  proprietary 
technologies  into  non-military  applications. 

Acquisitions  have  significantly  affected  the  company's  operations, 
including  the  October  1990  acquisition  of  Ford  Aerospace 
Corporation,  the  December  1989  acquisition  of  the  Electro-Optics 
division  of  Honeywell  (Bull),  and  the  June  1989  acquisition  of  the 
Fairchild  Weston  Systems  defense  technology  business  of  affiliates 
of  Schlumberger. 

In  August  1992,  Loral  also  completed  the  acquisition  of  LTV 
Missiles,  adding  annual  revenues  of  about  $750  million  and  4,000 
employees. 
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Loral  Corporation,  formed  in  1948,  supplies  defense  electronics 
systems,  components,  and  services  to  the  U.S.  and  allied  defense 
departments. 

The  company's  principal  business  areas  are  training;  command,  control, 
communication,  and  intelligence  (C3I);  electronic  combat;  space; 
reconnaissance;  and  tactical  weapons  and  guidance. 


Loral's  fiscal  1992  revenue  reached  nearly  $2.9  billion,  a 35%  increase 
over  fiscal  1991  revenue  of  $2.1  billion.  Net  income  reached  $121.8 
million,  compared  to  $90.4  million  for  the  same  period  a year  ago.  A 
five-year  financial  summary  follows: 


LORAL  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/92 

3/91 

3/90 

3/89 

3/88 

Revenue 

• Percent  increase 

$2,881.8 

$2,126.8 

$1 ,274.3 

$1,187.0 

$1,135.7 

from  previous  year 

35% 

67% 

7% 

5% 

N/A 

Income  before  taxes 
• Percent  increase 

$241.0 

$165.8 

$123.1 

$94.9 

N/A 

from  previous  year 

45% 

35% 

30% 

N/A 

N/A 

Net  income 
• Percent  increase 

$121.8 

$90.4 

$78.2 

$87.6 

$74.3 

(decrease)  from 
previous  year 

35% 

16% 

(11%) 

18% 

29% 

Earnings  per  share 

$4.00 

$3.55 

$3.11 

$3.50 

$3.01 

• Percent  increase 

(decrease)  from 
previous  year 

13% 

14% 

(11%) 

16% 

28% 

Company 

Description 


Financials 


Revenue  increases  in  fiscal  1992  were  principally  attributed  to  the  full- 
year  impact  of  the  acquired  Ford  Aerospace  Corporation  businesses. 

• Results  include  higher  sales  volume  on  Special  Operations  Forces 
Aircrew  Training  Systems  (SOF-ATS),  AJLR-56M  radar  warning 
systems,  ALQ-178  radar  warning  and  electronic  counter-measures 
systems  for  foreign  F-16  aircraft,  MK-30  antisubmarine  training 
targets,  and  F/A-18  Forward-Looking  Infrared  (FLIR)  navigation 
and  targeting  systems. 
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• Growth  was  partially  offset  by  lower  volume  on  Chaparral  Ground- 
to-air  missile  systems,  gyro-optic  assemblies  for  Maverick  missiles,  F- 
15  flight  simulators,  and  CAPTOR  undersea  mines. 

Acquisitions 

In  October  1991,  Loral  Aerospace  Holdings,  a corporation  jointly 
owned  by  Loral  and  the  Lehman  Brothers/Merchant  Banking 
Partnerships  (Lehman  Partnerships),  acquired  the  net  assets  of  Ford 
Aerospace  Corporation  (other  than  Ford  Aerospace's  Space  Systems 
Division  and  BDM  International)  for  S 197.1  million. 

■ Also  in  October  1990,  Loral  Aerospace's  Space  Systems/Loral 
subsidiary  purchased  the  Space  Systems  Division  of  Ford  Aerospace 
for  $342.5  million. 

• As  a result  of  certain  reorganizations  and  exchanges  of  stock,  as  of 
May  1991,  Loral  Aerospace  was  59%  owned  by  Loral  and  41% 
owned  by  the  Lehman  Partnerships. 

€ 

• Ford  Aerospace  businesses  acquired  (excluding  Space 

Systems/Loral,  which  is  accounted  for  under  the  equity  method) 
contributed  $674.4  million  to  Loral's  fiscal  1991  revenue. 

In  July  1992,  Loral  acquired  the  41%  interest  in  Loral  Aerospace  that  it 
did  not  already  own  from  the  Lehman  Partnerships  for  6.15  million 
shares  of  Loral  common  stock. 

In  August  1992,  Loral  completed  the  acquisition  of  LTV  Missiles  for 
about  $244  million.  LTV  Missiles  now  operates  as  Loral  Vought 
Systems,  an  Army  missile  systems  design  and  manufacturer.  Loral's 
combined  missile  systems  business  now  totals  about  $1.1  billion 
annually. 

Key  Products  and 
Services 

Many  of  the  information  services  (professional  services,  systems 
integration,  and  systems  operations)  provided  by  Loral  are  generally  a 
subset  of  overall,  larger  contracts  with  government  organizations. 

Training  Systems: 

Loral's  training  systems  provide  realistic,  simulated  battlefield 
environments  that  assist  air,  land,  and  sea  forces  in  achieving  and 
maintaining  combat  readiness.  Loral  derived  abut  25%  of  its  new 
contract  awards  from  this  segment. 

C 
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Contract  examples  include  the  following: 

• Loral's  weapons  systems  trainers  simulate  F-15  and  F-15E  jet  aircraft 
avionics  under  combat  conditions.  Loral  is  also  under  contract  to 
develop  a family  of  weapons  systems  trainers,  courseware,  and 
mission  rehearsal  devices  for  the  Special  Operations  Forces  Aircrew 
Training  System  (SOF-ATS)  for  various  aircraft  crews. 

• Loral  was  selected  recently  by  Sweden  to  provide  flight,  weapons 
systems,  and  mission  training  simulators  for  the  JAS  30  Gripen 
multirole  aircraft. 

• Loral  operates  and  maintains  the  U.S.  Navy's  and  Air  Force's 
primary  pilot  training  ranges  and  electronic  warfare  ranges,  provides 
instructors  for  classroom  training,  and  supplies  avionics  and 
undersea  simulators. 

• Loral's  Simulator  Device  Development  Support  program  is 
upgrading  electronic  warfare  simulators  at  the  Naval  Weapons 
Center  at  China  Lake. 

• For  the  U.S.  Army,  Loral  operates  and  maintains  simulator  networks 
for  ground  vehicle  and  airborne  platform  training  at  Fort  Rucker 
and  Fort  Knox. 

• MILES,  Loral's  laser-based  training  system,  its  Air-to-Ground 
Engagement  System,  and  its  Precision  Gunnery  Training  System  all 
train  ground  combat  troops. 

• The  Simulated  Area  Weapons  Effect  system,  currently  being 
produced  under  a U.S.  Army  contract,  will  use  satellites  for  positions 
located  in  indirect  fire  simulation. 

C3/  Systems: 

Loral  offers  systems  integration,  operations  management  and 
engineering  services,  post-deployment  systems  support,  information 
processing  and  display  hardware,  information  management  software, 
secure  tactical  communications  instruments,  and  telemetry  equipment 
in  support  of  strategic  and  tactical  C3I  requirements. 

The  company  is  concentrating  its  efforts  in  three  growing  areas-U.S. 

Air  Force  satellite  monitoring  and  control,  U.S  Army  battlefield 
command  and  control,  and  real-time  battlefield  intelligence. 
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Project  examples  include  the  following: 

• Loral  is  the  principal  technical  support  contractor  for  the  Space 
Defense  Operations  Center  at  Cheyenne  Mountain  for  the  U.S. 
Space  Command,  which  monitors  orbiting  space  systems  to  alert  the 
U.S.  and  its  allies  to  potential  attack. 

• Loral  is  producing  the  Rapid  Execution  and  Combat  Targeting 
System,  which  will  modernize  the  Minuteman  missile  launch  control 
centers. 

• Loral  is  also  upgrading  the  Air  Force's  Automated  Remote  Tracking 
System  and  provides  engineering  support,  systems  integration,  and 
operations  and  maintenance  for  the  worldwide  Air  Force  Satellite 
Control  Network. 

• Loral  produces  the  Maneuver  Control  System,  a mobile  tactical 
battlefield  management  information  system,  and  is  developing  the 
communications  element  of  the  All-Source  Analysis  System,  a 
tactical  intelligence  fusion  system  that  will  receive,  process,  and 
display  battlefield  information  to  tactical  commanders  on  a near 
real-time  basis. 

• Loral's  ruggedized  general-purpose  computers  are  used  in  military 
systems  such  as  ground-launched  and  sea-launched  missiles,  the 
Trident  AFLOAT  System,  and  the  MILSTAR  communications 
programs. 

• Loral's  information  and  graphics  display  systems  provide  interactive 
access  to  real-time  information  on  ground  and  shipboard  platforms, 
as  well  as  aircraft. 

• Under  Army  contract,  Loral  is  developing  the  Medical  Diagnostic 
Imagery  Support  System,  which  extends  the  company's  high-volume 
data  storage  and  retrieval  technologies  into  the  medical  marketplace 
for  DoD  and  commercial  hospitals. 

Electronic  Combat: 

Loral's  electronic  combat  products  detect,  jam,  and  deceive  hostile 
radars  and  infrared  weapon  guidance  systems  to  protect  military 
aircraft,  ships,  and  group  equipment  against  enemy  missiles,  aircraft, 
and  ground-based  air  defense  systems. 

Space  Systems: 

Loral  and  Space  Systems/Loral  both  participate  in  various  aspects  of 
space  technology  and  systems.  Loral  provides  engineering  services 
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supporting  mission  control  systems  for  both  manned  and  unmanned 
space  flight,  and  develops  and  manufactures  scientific  instruments, 
sensors,  cameras,  and  power  systems  for  space  systems  applications. 
Space  Systems/Loral  produces  geosynchronous  satellites  and 
subsystems  for  telecommunications  and  earth  sensing. 

Loral  is  providing  systems  engineering,  safety  engineering,  reliability 
and  engineering  support  to  Johnson  Space  Center,  and  is  modernizing 
its  Mission  Systems  Control  in  support  of  manned  space  missions, 
including  the  Space  Shuttle. 

Loral  has  contracts  to  supply  video  systems  and  provide  systems 
engineering  and  integration  for  Space  Station  Freedom. 

Loral/Globalstar,  formed  in  1992,  is  a satellite-based  telephone 
venture  that  will  be  involved  in  new  proprietary  technology  targeting 
the  global,  mobile  cellular  telephone  market.  Space  Systems/Loral  will 
provide  as  many  as  48  low-earth-orbiting  satellites;  Space 
Systems/Loral  and  Loral  each  will  be  equity  owners.  The  system  is 
expected  to  be  operational  in  1997. 

Reconnaissance  and  Surveillance  Systems: 

Loral's  reconnaissance  and  surveillance  systems  use  advanced 
electronic  sensing,  communications,  and  information  processing 
technologies  to  provide  integrated  tactical  battlefield  information  and 
navigation  and  targeting  capability  for  jet  aircraft. 

Projects  include  the  following: 

• Loral  is  under  contract  to  deliver  the  Contingency  Airborne 

Reconnaissance  System,  a worldwide  deployable  ground  station  for 
U-2  aircraft.  Loral  is  producing  the  FS2000  tactical  reconnaissance 
terminal,  a portable  system  that  will  support  the  receipt, 
transmission,  processing,  and  display  of  imagery,  voice,  graphics,  and 
text  messages.  Loral  also  supplies  fixed  and  mobile  ground  stations, 
data  links,  and  ground  station  electronic  equipment  for  battlefield 
management  information. 

Tactical  Weapons  and  Guidance  Systems: 

Loral's  electro-optical  and  infrared  sensors,  processing  technologies, 
and  advanced  algorithms  are  employed  in  a range  of  tactical  weapons 
and  weapons  guidance  systems. 

Non-Military  Markets: 

Loral  is  extending  its  expertise  into  non-DoD  applications,  as  follows: 
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During  fiscal  1992,  Loral  won  a major  program  called  the  Medical 
Diagnostic  Imaging  Support  system,  which  allows  hospitals  to  store 
and  retrieve  patient  x-rays,  CT  scans,  and  other  diagnostic  images. 
Loral  has  won  contracts  with  four  DoD  hospitals,  one  VA  facility, 
and  one  foreign  commercial  hospital. 

Loral  has  commercial  contracts  for  its  job  skills  computer-based 
training  systems  and  for  telecommunications  network  management 
systems. 

The  company  also  supplies  aviation  and  data  recorders  for 
commercial  and  general  aviation. 


Industry  Markets  Approximately  54%  of  Loral's  fiscal  1992  revenue  was  derived  from 

various  agencies  of  the  U.S.  government,  26%  from  U.S.  government 
subcontractors,  and  21%  from  foreign  sources  (primarily  foreign 
governments). 

A three-year  summary  of  source  of  revenue  follows: 


LORAL  CORPORATION 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S.  government 
agencies 

$1,530.4 

53% 

$1,084.8 

51% 

$708.5 

55% 

Other  U.S.  (a) 

756.6 

26% 

598.0 

28% 

377.4 

30% 

Foreign  (b) 

594.8 

21% 

444.0 

21% 

188.4 

15% 

TOTAL 

$2,881.8 

100% 

$2,126.8 

100% 

$1,274.3 

100% 

(a)  Primarily  for  U.S.  government  end  use. 

(b)  Primarily  from  foreign  governments. 


Sales  to  the  U.S.  Air  Force,  Navy,  and  Army  accounted  for  24%,  11%, 
and  6%,  respectively,  of  Loral's  total  fiscal  1992  revenue. 

During  fiscal  1992,  about  20%  of  Loral's  revenues  were  derived  from 
non-military  markets,  including  Space  Systems /Loral's  commercial 
space  activities. 
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Geographic  Approximately  79%  of  Loral's  fiscal  1992  revenue  was  derived  from  the 

Markets  U.S.  and  21%  from  foreign  sources. 

Export  revenue  was  $589.0  million  in  fiscal  1992,  compared  to  $439.8 
million  in  fiscal  1991,  and  $181.4  million  in  fiscal  1990.  A three-year 
summary  of  source  of  export  revenue  follows: 


LORAL  CORPORATION 
THREE-YEAR  EXPORT  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Middle  East 

$213.5 

36% 

$179.7 

41% 

$69.4 

38% 

Asia 

151.4 

26% 

114.2 

26% 

55.6 

31% 

Europe 

148.3 

25% 

121.9 

28% 

40.3 

22% 

Other 

75.8 

13% 

24.0 

5% 

16.1 

9% 

TOTAL 

$589.0 

100% 

$439.8 

100% 

$181.4 

100% 
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Lotus  Development  Corporation 


Chairman, 

President  & CEO:  Jim  Manzi 

55  Cambridge  Parkway 
Cambridge,  MA  02142 
Phone:  (617)  577-8500 

Fax:  (617)  225-0890 


Status:  Public 

Employees:  5,522  (12/94) 

Revenue:  $970,723,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• Lotus  Development  Corporation  (Lotus)  is 
one  of  the  three  largest  makers  of  personal 
computer  software. 

• In  June  1995,  IBM  announced  its  intent  to 
purchase  Lotus  for  $3.52  billion  in  cash. 
Lotus  has  agreed  to  be  acquired  by  IBM. 
Completion  of  the  transaction  will  result  in 
the  biggest  software  deal  ever. 

• In  1994,  Lotus  introduced  a new  business 
group — Public  Networks  and  Inter- 
enterprise Computing — to  help 


organizations  share  information  from  both 
within  and  between  enterprises 

• Due  to  the  increasing  importance  of  Lotus 
Notes  to  the  company’s  communications 
business,  in  1994  Lotus  acquired  Iris 
Associates,  the  original  developers  of  Notes. 

• During  1994,  Lotus  also  acquired 
Soft*Switch  in  a move  to  improve  its 
communications  product  line. 

• In  May  1994,  Lotus  introduced  a new  sales 
program  called  the  Passport  Program,  in  an 
effort  to  simplify  volume  purchases  on  a 
worldwide  basis. 
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Company  Description 

Lotus  was  founded  in  1982  by  Mitch  Kapor 
and  is  employed  in  the  development  and 
manufacturing  of  software  and  services  for 
business  organizations,  federal  agencies  and 
individuals.  The  company’s  products  and 
services  consist  of  desktop  applications 
products  and  communications  products  and 
services  and  consulting. 

The  company’s  initial  product — Lotus  1-2- 
3 — was  first  introduced  in  January  1983  and 
has  shipped  over  18.4  million  units  to-date. 

Organization  and  Structure 

Lotus  has  three  major  business  groups: 

• Desktop  Business  Group — Ilene  Lang  is  the 
senior  vice  president  of  this  group. 

• Communications  Business  Group — John 
Landry  is  the  senior  vice  president  of  this 
business  group. 

• Public  Networks  and  Inter-enterprise 
Computing  Group — This  group  was 
launched  by  Lotus  in  1994  in  an  effort  to 
exploit  new  opportunities  in  providing 
business  information  and  conduct  business 
transactions  over  public  electronic  networks. 

The  company’s  U.S.  headquarters  are  in 
Cambridge  (MA). 

The  company’s  U.S.  manufacturing  facility  is 
located  in  North  Reading  (MA).  A facility  in 
Dublin  (Ireland)  is  used  for  the  manufacturing 
of  European  products,  while  one  in  Singapore 
is  used  for  the  company’s  Japanese  and 
Pacific  Rim  countries. 


Company  Strategy 

Lotus  has  addressed  the  slowdown  in  sales  of 
DOS  and  stand-alone  applications  by 
developing  new  applications  for  networking 
and  communications-based  computing.  The 
company  is  a leader  in  the  field  of  PC-based 
communications  and  workgroup  computing 
software. 

Lotus’  purchase  of  cc:Mail  in  1991  for  $32 
million,  has  been  the  company’s  biggest 
success  since  Lotus  1-2-3  and  by  some 
estimates,  has  a 50%  market  share  in 
electronic  mail  applications. 

In  1994,  Lotus  launched  a new  business  area 
following  its  agreement  with  AT&T,  that  is 
designed  to  exploit  the  explosive  growth 
opportunities  in  the  use  of  the  public  Internet 
for  messaging  and  information  distribution. 
The  agreement  calls  for  Lotus  to  create,  and 
AT&T  to  market  AT&T  Network  Notes. 

The  company’s  product  strategy  is  to  develop 
products  internally.  However,  the  company 
believes  in  acquiring  base  technology  through 
acquisitions  and  relationships  in  order  to  get 
new  products  to  market  quickly  and  to 
respond  to  technological  advances  in  a timely 
manner. 

Financials 

Lotus’  1994  revenue  was  $970.7  million,  down 
1%  from  1993  revenue  of  $981  million.  A net 
loss  of  $20.9  million  was  reported  for  1994, 
compared  with  a net  income  of  $55.5  million 
in  1993. 

A five-year  financial  summary  appears  on  the 
following  page. 
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Lotus  Development  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$971 

$981 

$900 

$829 

$685 

• Percent  change  from 
previous  year 

(1%) 

9% 

9% 

20% 

24% 

Income  (loss)  before  taxes 

$5.6 

$101.7 

$120 

$67.6 

$52.8 

• Percent  change  from 
previous  year 

(94%) 

(15%) 

77% 

28% 

(37%) 

Net  income  (loss) 

($20.9) 

(a) 

$55.5 

$80.4 

$58.9 

$67.9 

• Percent  change  from 
previous  year 

(138%) 

(30%) 

86% 

85% 

(66%) 

Earnings  (loss)  per  share 

($0.44) 

(a) 

$1.24 

$1.87 

$0.98 

$0.54 

• Percent  change  from 
previous  year 

(135%) 

(34%) 

91% 

81% 

(66%) 

(a)  Include  a non-tax  deductible  charge  to  operations  of  $67.9  million,  or  $1.40  per  share,  for  purchased 
research  and  development  related  to  the  acquisitions  of  Soft*Switch,  Inc.  and  Edge  Research,  Inc.  1 994 
amounts  also  include  a restructuring  charge  of  $9  million  on  a pre-tax  basis  and  $5.8  million,  or  $0. 12  per 
share,  on  an  after-tax  basis. 


Revenue  from  desktop  applications  in  1994 
declined  by  20%  from  1993.  This  decline  is 
attributed  primarily  to  severe  competition  as 
well  as  the  continuing  migration  of  users  from 
DOS-based  to  Windows-based  applications. 

Revenue  from  communications  products  and 
services  increased  by  94%.  The  primary 
reason  for  this  sharp  growth  is  the  expansion 
of  the  client/server  market,  which  has  led  to 
increased  demand  for  networked  applications 
such  as  Notes. 

Research  and  development  expenses  were 
approximately  $158.7  million,  $126.9  million 
and  $118.3  million  in  1994,  1993  and  1992 
respectively. 


Interim  Results 

Revenue  for  the  three  months  ending  April  1, 
1995  was  $202.6  million,  an  18%  decrease 
from  $247  million  for  the  same  period  a year 
ago.  A net  loss  of  $17.5  million  was  reported 
for  the  first  quarter  of  1995,  a 182%  decrease 
from  net  income  of  $21.3  million  for  the  same 
period  in  1994. 

Desktop  revenues  accounted  for 
approximately  $118  million  (58%)  of  revenue, 
while  communications  revenue  contributed 
about  $85  million  (42%  of  revenue). 

Revenue  Analysis  by  Product/ Service 

In  1994,  desktop  applications  accounted  for 
$621.2  million  (64%  of  revenue)  and 
communications  products  and  services 
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accounted  for  about  $349.5  million  (36%  of 

revenue). 

• Sales  of  Lotus  SmartSuite,  accounted  for 
46%  of  the  Windows  desktop  applications 
revenue  in  1994. 

• Windows-based  desktop  applications 
revenue  remained  unchanged  in  1994. 

• DOS  desktop  applications  revenue, 
primarily  from  Lotus  1-2-3  dropped  by 
approximately  $135  million  in  1994. 

• Lotus  Notes  was  a major  contributor  to  the 
communications  product  revenue  in  1994. 


Market  Financials 

Lotus  serves  customers  across  all  major 
vertical  markets  including — discrete 
manufacturing,  consulting,  finance  & 
banking,  federal,  insurance,  health,  process 
manufacturing,  wholesale,  state  and  local 
government,  transportation, 
telecommunications,  retail,  utilities  and 
miscellaneous. 

Geographic  Markets 

A three-year  geographic  source  of  revenue 
summary  is  shown  below. 


Lotus  Development  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$544.5 

56% 

$531.5 

54% 

$494.6 

55% 

Asia/Pacific 

173.0 

18% 

149.7 

15% 

116.2 

13% 

Europe/other 

258.5 

27% 

308.9 

31% 

300.0 

33% 

(Eliminations) 

(5.3) 

(1%) 

(9.0) 

(1%) 

(10.7) 

(1%) 

Total  Revenue 

$970.7 

100% 

$981.1 

100% 

$900.1 

100% 

Consolidated  international  sales  were  $428 
million  in  1994.  No  international  customer 
accounted  for  more  than  10%  of  total 
revenues. 

Acquisitions 

In  September  1994,  Lotus  acquired  Edge 
Research,  Inc.,  a privately  held  developer  of 
applications  development  tools  for  Lotus 
Notes,  for  approximately  $5.4  million  in  cash. 
The  transaction  was  accounted  for  as  a 
purchase. 


In  July  1994,  Lotus  acquired  Soft*Switch,  Inc. 
for  approximately  $64.3  million  in  cash,  $8 
million  of  assumed  Labilities  and  $5.2  million 
of  deferred  tax  liabilities.  Soft*Switch  is  a 
privately  held  developer  of  electronic  mail 
message  switches.  The  acquisition  was 
accounted  for  as  a purchase. 

In  May  1994,  Lotus  completed  its  acquisition 
of  Iris  Associates,  Inc.,  a privately  held 
developer  of  Lotus  Notes,  for  approximately 
1.4  million  shares  of  Lotus  common  stock. 

The  transaction  was  accounted  for  as  a 
pooling  of  interests. 
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During  April  1993,  Lotus  acquired  San 
Francisco-based  Vanguard  Business  Solutions 
Inc.,  a $3.5  million  networking  consulting 
firm. 

In  June  1993,  Lotus  acquired  closely-held 
Approach  Software  Corporation  for  about  $23 
million  in  cash.  Approach  marketed  a 
database  program  that  would  broaden  Lotus’ 
position  in  the  database  market.  The 
transaction  was  accounted  for  as  a purchase. 

Employees 

As  of  January  1995,  Lotus  employed  5,522 
people,  with  1,811  located  outside  the  U.S. 

Employees  are  segmented  as  follows: 


Product  development 1,601 

Marketing,  sales  and  support 2,840 

Manufacturing 502 

Finance 579 

5,522 


Key  Products  and  Services 

Lotus’  products  and  services  are  described 
below: 

Desktop  Products 

Lotus’  desktop  applications  are  available  in 
various  product  combinations  or  suites  under 
the  SmartSuite  product  line.  SmartSuite  for 
Windows  is  a complete  Windows  solution  that 
includes  the  latest  versions  of  Lotus  1-2-3, 
Freelance  Graphics,  AmiPro,  Lotus  Approach 
and  Lotus  Organizer. 

SmartSuite  provides  users  with  a single 
means  of  purchasing,  installing  and 
supporting  an  integrated  suite  of  applications. 

Spreadsheet  Products 

Lotus  1-2-3,  the  company’s  initial  product, 
was  introduced  in  1983.  1-2-3  integrates 


spreadsheet,  graphics  and  database  functions 
in  one  resident  software  package. 

Lotus  1-2-3  is  the  company’s  best-selling 
product  and  is  available  across  most  operating 
platforms,  including  Windows,  DOS  , 
Macintosh  , OS/2  and  UNIX.  The  company 
has  shipped  approximately  18.4  million  units 
of  1-2-3  to-date. 

• 1-2-3  for  UNIX  is  available  for  the 
workstations  offered  by  Sun  Microsystems, 
Digital  Computer,  Hewlett-Packard,  IBM 
and  Motorola. 

• Lotus  offers  a special  edition  of  1-2-3  for  the 
home  computer  user  called  1-2-3  Home. 

Lotus  also  markets  Lotus  Improv.  Improv  is  a 
spreadsheet  that  offers  dynamic  views  and 
analysis  of  information.  It  allows  the  user  to 
hide,  rearrange,  show,  collapse  and  expand 
the  spreadsheet  and  its  components.  Improv 
offers  an  innovative  user  interface  and  is 
available  currently  on  the  Windows  and  NeXT 
platforms. 

Presentation  Graphics  Products 

Lotus’  Freelance  Graphics  is  an  award- 
winning presentation  graphics  package 
designed  to  give  business  users  the  easiest 
and  most  effective  process  for  creating 
professional-looking  presentations. 

Freelance  is  used  to  create  and  display 
graphical  information,  including  displays  of 
data  generated  or  manipulated  by  Lotus’ 
spreadsheet  products.  Lotus  currently 
markets  DOS,  Windows  and  OS/2  versions  of 
Freelance  Graphics. 

Lotus  also  offers  SmartPics  for  Windows,  a 
clip-art  library  with  browser  for  Windows 
applications. 
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Word  Processing  Products 

Lotus  Ami  Pro  3.1  is  the  latest  version  of 

Lotus’  word  processor  for  the  Windows 

environment. 

Ami  Pro  pioneered  the  use  of  smart  icon 
technology  and  includes  networking  and 
electronic  mail  applications.  It  offers 
advanced  word  processing  features  such  as 
Fast  Format,  SmartMerge  and  CleanScreen. 

Database  Management  Products 

Lotus  Approach  3.0  for  Windows  is  the  latest 
release  of  the  application.  Approach  is  a 
database  application  software  package 
offering  interactive  tools  to  make  it  easier  for 
users  to  design  reports.  Approach  also  makes 
format  choice  easier,  reading  virtually  any 
database  format. 

In  the  corporate  market,  Approach  is  used  as 
a front-end  to  corporate  databases  on  Oracle, 
SQLServer,  FoxPro,  dBase,  Paradox  and  DB2. 
It  also  supports  the  Open  Database 
Connectivity  (ODBC)  standard,  but  adds  to 
this  specification  its  Approach  PowerKey 
technology  which  offers  transparent  data 
access  and  full  functionality  of  the  parent 
database. 

Personal  Information  Management  Products 

Lotus  Organizer  is  Lotus’  Windows-based 
personal  information  management  (PIM) 
product.  Organizer  2.0  for  Windows  is  the 
latest  version  of  the  product.  It  combines  the 
familiar  look  and  feel  of  a “traditional” 
physical  organizer  with  the  additional  power 
of  a flexible  GUI. 

Using  Lotus’  core  windows  product  features, 
such  as  Smartlcons  and  Mail  enabling,  Lotus 
Organizer  makes  it  easy  to  integrate 
calendaring,  daily  planning  and  organization, 
time  management,  referencing  and  updating 
contact  lists  along  with  taking  random  notes. 


Lotus  Agenda  is  a DOS-based  personal 
information  management  product.  Agenda 
helped  define  the  PIM  software  category  for 
DOS  in  the  late  1980s. 

Communications  Products  and  Services 

Lotus  Notes  is  the  company’s  workgroup 
computing  product.  It  is  a software 
application  that  allows  users  of  clients  to 
communicate  securely,  over  a LAN  or 
telecommunications  link,  with  a database  of 
documents  residing  on  a shared  computer  or 
server.  As  of  January  1,  1995,  there  were 
approximately  1.35  million  Notes  users. 

cc:Mail  is  Lotus’  electronic  mail  system  with 
over  6.5  million  users.  cc:Mail  runs  on  DOS, 
Windows,  Macintosh,  OS/2  and  UNIX 
providing  transparent  connectivity  to  major 
private  and  public  mail  systems. 

cc:Mail  runs  on  leading  network  operating 
systems,  including  Novell  NetWare,  Microsoft 
LAN  Manager,  Appletalk,  OS/2  LAN  Server 
and  Banyan  Vines.  The  product  offers 
gateways  including:  Novell  MHS,  IBM 
PROFS,  SMTP/UNIX,  3COM,  MCI,  AT&T  and 
Sprint. 

NotesSuite  was  introduced  in  November  1994 
and  is  a combination  of  SmartSuite  for 
Windows,  a Notes  client  and  the  NotesSuite 
Application  Collection.  The  NotesSuite 
Application  Collection  is  a set  of  Notes 
applications  that  integrate  Notes  and 
SmartSuite  desktop  applications 

Lotus  Messaging  Switch  is  a UNIX-based 
multi-protocol  messaging  switch  that  Lotus  is 
offering,  as  a result  of  the  Soft* Switch 
acquisition  in  July  1994. 

Soft*Switch  Central  is  a mainframe-based 
enterprise  network  switch  that  links 
electronic  messaging  systems.  This  switch 
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was  also  acquired  as  a result  of  the 
Soft*Switch  acquisition. 

Lotus  Notes/cc:Mail  Communications  Server 
(CommServer)  is  the  company’s  server  that 
will  provide  integration  of  the  Notes  and 
cc:Mail  environments  with  common 
management,  directories  and  administration. 

Public  Networks  and  Inter-Enterprise 
Computing 

This  is  Lotus’  new  business  area  that  is 
currently  under  development.  This  business 
was  founded  in  1994,  after  Lotus’  agreement 
with  AT&T  to  develop  a product  called  AT&T 
Network  Notes.  This  product  is  suitable  for 
small  workgroups  as  well  as  larger  customers 
and  is  scheduled  to  be  shipped  in  1995. 

Lotus  will  also  work  on  developing  the 
InterNotes  group  of  products,  integrating 
Notes  with  Internet  applications. 

Support  and  Services 

Lotus  Consulting  Services  Group  (LCSG)  is 
Lotus’  professional  services  organization  that 
is  designed  to  assist  customers  worldwide  in 
maximizing  their  computer  resources.  Lotus 
designs  solutions  to  unique  business  problems 
and  offers  project  management  for  Notes  and 
customer  training. 

The  Lotus  Education  organization  offers 
various  training  and  education  programs  to 
the  company’s  customers. 

Lotus  also  offers  technical  support  worldwide 
through  its  support  organization.  The 
company  offers  free-warranty  support  as  well 
as  fee-based  programs. 

Lotus  Institute  provides  customers  with 
research  and  analysis  on  emerging 
organizational,  business  and  technological 
trends. 


Marketing  and  Sales 

Lotus  sells  its  products  through  the  following 
four  distribution  channels: 

Original  equipment  manufacturers 
(OEMs) 

Value  added  resellers  (VARs) 

Directly  to  users 
Reseller  channels 

In  1994,  the  company  established  a Passport 
program  that  is  projected  to  increase  sales 
through  the  reseller  channel  and  decrease 
direct  sales.  The  program  is  intended  to 
facilitate  and  simplify  volume  purchases  by 
corporate  customers  on  a worldwide  basis. 

Lotus  has  established  a network  of  business 
partners  that  provide  networked  computing 
solutions  and  services  to  customers. 

Lotus  sells  its  products  to  PC  manufacturers 
through  its  original  equipment  distribution 
channel.  The  idea  is  to  lock  in  first-time  users 
and  establish  brand  loyalty  to  Lotus. 

Lotus  targets  system  integrators  specializing 
in  network-based  applications,  through  its 
VAR  sales  channel. 

Notes  and  cc:Mail  are  sold  by  specialized  sales 
personnel. 

As  of  January  1,  1995,  Lotus  had  43  North 
American  sales  offices  with  sales  support  staff 
of  620,  and  48  foreign  sales  offices  in  37 
countries  with  a sales  support  staff  of 
approximately  440.  The  company’s  worldwide 
customer  support  organization  employs  over 
830  people. 

Lotus  targets  its  products  to  Fortune  1000 
companies,  government  agencies  and 
individuals. 
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Alliances 

Lotus  entered  into  the  following  major 
alliances  during  the  last  two  years: 

In  November  1994,  Lotus  announced  its 
agreement  with  Hewlett-Packard  (HP),  under 
which  the  two  companies  will  work  together 
in  four  areas — integrating  electronic- 
messaging,  groupware  and  network,  and 
system  management  products;  sales  and 
marketing;  consulting/systems  integration 
services;  and  support. 

In  November  1994,  Lotus  formed  a worldwide 
agreement  with  HP,  whereby  HP  will 
purchase  Lotus  products  valued  at  over  $15 
million  over  a three-year  period.  HP  will  also 
purchase  Lotus  maintenance  contracts  and 
support  services. 

In  March  1994,  Lotus  entered  into  an 
agreement  with  AT&T  that  calls  for  Lotus  to 
develop  and  AT&T  to  market  a product  known 
as  AT&T  Network  Notes,  which  is  currently 
under  development. 

Competition 

Principal  competitors  are  major  software 
companies  such  as  Microsoft,  Novell,  Software 
Publishing  and  Borland. 

Lotus  pricing  may  be  impacted  by  competitors 
discounts,  low-priced  upgrades  and  multi- 
product purchases. 


INPUT  Assessment 

The  transition  to  Windows  has  been 
exceptionally  difficult  for  many  software 
companies.  Lotus  has  had  a solid  strategy  in 
place  to  weather  the  transition  to  Windows,  in 
spite  of  its  continued  decline  in  DOS-based 
product  sales.  In  addition,  Lotus  has  found 
market  success  with  its  SmartSuite 
application  suite,  which  is  now  at  a run  rate  of 
36%  of  Windows  application  sales. 

Lotus  has  agreed  to  be  acquired  by  IBM.  The 
completion  of  the  transaction  will  mark  the 
end  of  independence  for  Lotus  whose  Lotus  1- 
2-3  spreadsheet  helped  launch  the  personal 
computer  industry. 

It  has  been  announced  that  Lotus  Chairman 
Jim  Manzi  will  be  part  of  the  deal,  and  will  be 
both  Lotus’  CEO  and  an  IBM  senior  vice 
president. 

Although  the  deal  is  not  being  challenged  by 
anyone  (including  Justice),  it  has  many 
implications  for  the  personal  computer 
industry — issues  such  as  what  this  means  to 
the  future  of  IBM’s  OS/2  Warp  (vs.  Microsoft’s 
Windows)  and  what  an  IBM-sponsored  Lotus 
Notes  product  will  do  to  the  market  for 
Microsoft’s  Exchange  groupware — a rival  to 
Notes — that  is  expected  to  be  introduced  by 
the  end  of  1995. 
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Lycos,  Inc. 


President  & CEO:  Robert  J.  Davis 

293  Boston  Post  Road  West 
Marlboro,  MA  01752 
Phone:  (508)  229-0717 

Fax:  (508)  229-2866 

Internet:  http://www.lycos.com 


Status:  Public 

Employees:  60  (7/96) 

Revenue:  $5,257,227 

Fiscal  Year  End:  7/31/96 


Key  Points 

• Lycos,  Inc.  is  an  Internet  exploration 
company  providing  on-line  guides  to  the 
World  Wide  Web  for  information  access. 

• In  September  1996,  Lycos  introduced  the 
Web’s  first  service  specifically  designed  to 
identify  pictures,  sounds,  videos,  and  other 
muhtmedia  files  on  the  Internet. 

• During  the  fourth  quarter  of  fiscal  1996, 
Lycos  introduced  several  product  and 
technological  enhancements,  including  the 


new  CentiSpeed  search  technology  and 
Lycos  PeopleFind. 

• In  February  1996,  Lycos  introduced  its  a2z 
Directory  of  Web  sites,  now  renamed  Sites 
by  Subject. 

• In  October  1995,  the  company  effected  a 
merger  with  Point  Communications,  the 
publisher  of  the  Point  Reviews  on-line 
review  and  rating  guide. 

Company  Description 

Lycos  develops  and  markets  a family  of 
products  and  services  that  enable  users  to 
sort,  find,  filter,  and  access  information  and 
resources  on  the  Internet. 
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The  company’s  services  include  Point  Reviews, 
the  Sites  by  Subject  of  Web  sites,  and  the 
Lycos  Catalog. 

Lycos  was  formed  in  June  1995  by 
CMG@Ventures,  a strategic  and  development 
partnership  of  CMC  Information  Services,  to 
license  the  Lycos  Internet  search  and  indexing 
technology  from  Carnegie  Mellon  University. 
The  technology  was  developed  by  Dr.  Michael 
L.  Mauldin,  currently  the  company’s  Chief 
Scientist. 

In  April  1996,  Lycos  completed  an  initial 
public  offering  of  three  million  shares  of 
common  stock,  raising  approximately  $44.0 
million  for  capital  expenditures. 

Organization  and  Structure 

Lycos  is  headquartered  in  Marlboro  (MA), 
maintains  a research  and  development  facility 
in  Pittsburgh  (PA),  and  has  a sales  office  in 
New  York  (NY). 

Lycos  also  has  one  wholly  owned  subsidiary, 
Point  Acquisition  Corporation,  located  in  New 
York  (NY),  into  which  Point  Communications 
was  merged  in  October  1995. 

The  company’s  key  executives  are  listed  in  the 
exhibit  below. 


Lycos,  Inc. 
Key  Executives 


Name 

Title 

Robert  J Davis 
Edward  M.  Philip 
Benjamin  P.  Bassi 
Sangam  Pant 
Mark  Simmer 
Jan  Horsfall 
William  M.  Townsend 
Michael  L.  Mauldin 

President  and  CEO 
Chief  Financial  Officer 
VP,  Business  Development 
VP,  Engineering 
Editor  in  Chief 
VP,  Marketing 
VP,  Advertising 
Chief  Scientist 

Company  Strategy 

Lycos’  objective  is  to  establish  its  Internet 
navigational  products  and  services  as  a 
branded  media  service  that  viewers  routinely 
go  to  or  go  through  to  find  information  and 
resources  on  the  Internet. 

The  company  seeks  to  leverage  the  volume  of 
traffic  created  by  its  products  and  services 
into  a platform  for  advertisers  to  reach  their 
targeted  audience. 

Key  elements  of  the  company’s  strategy 
include  the  following: 

• The  company  seeks  to  provide  viewers  with 
a “one-stop”  information  destination  for 
identifying,  selecting,  and  accessing 
resources  and  information  on  the  Web. 

Lycos  recently  integrated  its  catalog, 
directory,  and  review  product  offerings  so 
that  viewers  have  access  to  all  of  the 
company’s  products  and  services  from  any  of 
the  Lycos  pages. 

• Lycos  seeks  to  draw  large  numbers  of 
viewers  to  its  sites  and  those  of  its  licensees 
by  providing  on-line  guides  free  of  charge  to 
users  and  making  the  guides  as  widely 
accessible  as  possible.  To  this  end,  the 
company  licenses  its  products  and 
technology  to  corporations  such  as  AT&T, 
CompuServe,  Focus  On  Line,  and  Microsoft 
to  create  multiple  points  of  entry  and 
alternative  distribution  channels  for  its 
products  and  services. 

• The  company  is  attempting  to  establish 
worldwide  brand  identities  for  its  products 
and  services  through  the  on-line  community 
as  well  as  off  line  through  other  forms  of 
traditional  media.  Lycos  has  also  created  an 
editorial  voice  on  issues  related  to  the  Web 
through  its  Point  Reviews  and  columns. 
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• Lycos  is  also  pursuing  advertising  solutions 
to  allow  advertisers  to  reach  their  target 
audiences  through  the  Internet  effectively. 
These  include  advertising  test  campaigns 
with  rapid  result  delivery  and  daily  usage 
statistics. 

Financials 

Total  revenue  for  the  1996  fiscal  year,  ended 
July  31,  1996,  was  approximately  $5.3  million. 
Lycos  generated  a net  loss  of  approximately 
$5.1  million  ($0.42  per  share)  in  this  first 
fiscal  year  of  operation. 

• Lycos’  fiscal  1996  advertising  revenue  was 
approximately  $4.5  million  (85%  of  total 
revenue). 

• License  and  product  revenues  were  nearly 
$780,000  (15%  of  total  revenue). 

Research  and  development  expenditures  for 
fiscal  1996  were  approximately  $907,000  (17% 
of  total  revenue). 

Market  Financials 

Lycos  principally  targets  its  search  services  at 
end  users  and  enterprise  users. 

Geographic  Markets 

Approximately  94%  of  Lycos’  1996  revenue 
was  generated  in  the  U.S.  market,  and  the 
remainder  in  international  markets,  including 
Germany,  Japan,  and  Sweden. 

Acquisitions  and  Mergers 

In  October  1995,  Lycos  effected  a merger  wdth 
Point  Communications,  the  publisher  of  Point 
Reviews,  an  on-line  review  and  rating  guide. 

• Point  Communications  was  merged  with 
and  into  Point  Acquisition  Corporation,  a 
wholly  owned  subsidiary  of  Lycos. 


• Upon  completion  of  the  merger,  the 
surviving  corporation  changed  its  name 
back  to  Point  Communications. 

Employees 

On  January  31,  1996,  Lycos  had  28 
employees. 

As  of  July  31,  1996,  the  company  had  60 
employees,  segmented  as  follows: 


Marketing  and  sales 25 

Research/development  and 

operations 27 

Finance  and  administrative 8 

60 


Key  Products  and  Services 

Lycos  offers  a family  of  products  that  enables 
users  to  sort,  find,  filter,  and  access  the 
information  and  resources  on  the  Internet. 

The  company’s  products  and  services,  Lycos 
Catalog,  Sites  by  Subject,  and  Point  Reviews 
home  pages,  allow  users  to  access  the  Internet 
using  Web  browsers  such  as  Netscape’s 
Navigator  or  Microsoft’s  Internet  Explorer. 

In  September  1996,  Lycos  introduced  a new 
technology  to  its  Web  site  that  allows  for  the 
targeted  identification  of  pictures,  sounds, 
videos,  and  other  multimedia  files  on  the 
Internet. 

Services  and  activities  now  available  on  the 
new  Lycos  site  include: 

• Picture  Catalog — to  find  photographs, 
graphics,  and  movies 

• Sound  Catalog — to  find  audio  files 

• Lycos  City  Guide — for  a virtual  tour  of  400 
metropolitan  areas 

• PeopleFind — provides  street  and  e-mail 
addresses  and  telephone  numbers 


Lycos,  Inc. 
October  1996 


INPUT  1996  Reproduction  prohibited. 


Page  3 of  5 


INPUT  Vendor  Profile 


• Top  News — includes  Web  news  headlines 

• Sites  by  Subject — a compendium  of  the  most 
popular  Web  sites  organized  into  subject 
categories 

• Point  Review — an  Internet  magazine  and 
collection  of  Web  site  reviews 

• Lycos  Road  Maps — to  locate  nearly  all  U.S. 
street  addresses 

The  Lycos  Catalog 

The  Lycos  Catalog  provides  a searchable  index 
of  the  Web.  Search  results  appear  on  the 
screen  showing  the  number  of  matches,  title, 
relevancy  ranking,  abstract,  and  Web  address 
of  the  Web  pages  relevant  to  a user’s  query. 

Sites  by  Subject 

Sites  by  Subject,  introduced  in  February  1996 
as  a2z  Directory,  provides  a way  for  users  to 
browse  and  locate  the  most  popular  Web  sites 
on  the  Internet,  which  are  gimuped  into  16 
general  categories,  and  over  600 
subcategories. 

Point  Reviews 

Point  Reviews  is  a collection  of  critical  reviews 
of  what  the  company  considers  to  be  among 
the  most  popular  sites  on  the  Web.  Point 
Reviews  permits  users  to  read  critical  reviews 
to  determine  if  the  sites  are  of  interest. 

Each  review  includes  a link  that  allows  the 
viewer  to  visit  any  chosen  site  or  destination. 
Point  Reviews  provides  a numeric  rating  for 
the  selected  Web  sites  based  on  content, 
presentation,  and  “viewer  experience”  that 
allows  users  to  differentiate  among  rated  Web 
sites. 

CentiSpeed 

Lycos’  new  CentiSpeed  search  technology 
features  Virtual  Memory  Control,  User-Level 
Fault  Handling,  and  Algorithmic  Word 
Compaction,  and  allows  the  search  engine  to 


execute  up  to  2,000  queries  per  second  on  each 
of  the  company’s  servers. 

PeopleFind 

Lycos  PeopleFind  helps  users  locate 
individuals  across  the  U.S.  through  a white 
pages  format  based  on  a name  and  a state 
location,  and  also  allows  e-mail  address 
searches. 

Clients 

Lycos’  main  clients  are  end  users  who  use  its 
search  technology.  As  of  July  31,  1996,  Lycos 
had  24  corporate  clients  licensing  its 
technology,  including  AT&T,  Microsoft, 
Bertelsmann’s  Telemedia  GmbH. 

CompuServe,  Simon  & Schuster,  and  Xaxon. 

Advertising  clients  include  more  than  160 
clients  from  a variety  of  industries,  including 
AT&T,  Heai'st  New  Media,  IBM.  Microsoft, 
Netscape,  Prudential  Insurance,  Time 
Warner,  Ziff-Davis.  Disney,  Honda, 

Prudential  Insurance,  MasterCard 
International,  NYNEX,  A&E  Television, 

Lands’  End,  Southwest  Airlines,  Ford, 
MSNBC,  and  Nabisco. 

Marketing  and  Sales 

Lycos  derives  the  majority  of  its  revenues 
from  the  sale  of  advertisements  on  its  Web 
pages. 

Advertising  revenue  is  generated  by 
advertisers  placing  billboard  advertisements 
on  any  of  the  screens  that  are  displayed 
within  the  Lycos  service. 

The  company’s  standard  rates  for  advertising 
range  from  $20,000  to  $50,000  per  million 
impressions.  These  advertising  rates  vary 
depending  upon  whether  or  not  the 
advertising  package  is  keyword  based. 
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Alliances 

During  1996,  Lycos  entered  into  a strategic 
partnership  with  NetCarta  Corporation,  a 
developer  of  Web  mapping  software,  to  jointly 
develop  and  market  new  navigational  tools 
based  on  NetCarta’s  Web  mapping  technology. 

During  1996,  Lycos  entered  into  an  agreement 
with  Black  Sun  Interactive,  Inc.  to  license 
certain  of  each  other’s  technologies.  Under 
the  agreement,  Lycos  offers  a new  three- 
dimensional  chat  product  based  on  a virtual 
reality  modeling  language  (VRML)  browser 
developed  by  Black  Sun. 

Lycos  licenses  its  products  and  technology  to  a 
variety  of  companies,  including  Apple 
Computer,  AT&T,  CompuServe  WOW!,  Corel 
Corp.,  Europe  Online  GmbH,  Focus  On  Line, 
Frontier  Technologies,  Library  Corporation, 
Microsoft,  Simon  & Schuster,  Bertelsmann's 
Telemedia  GmbH,  Graphix  Zone,  Netscape, 
SoftKey  International,  and  Worldview 
Systems. 

Additional  uses  of  Lycos’  technology  include 
the  following: 

• The  Swedish  Post  has  licensed  all  three  of 
Lycos’  Internet  guide  products — Lycos,  Sites 
by  Subject,  and  Point  Reviews — to  serve  as  a 
Lycos  site  for  the  Nordic  countries. 

• Macmillan  Computer  Publishing’s  Sams.net 
will  package  CD  ROMs  based  on  the  Lycos 
Catalog,  with  dozens  of  titles  in  the  coming 
year. 

• CompuServe  has  licensed  the  Lycos  Catalog, 
Sites  by  Subject,  and  Point  Reviews  to  offer 
access  to  such  products  as  part  of  its  WOW! 
on-line  service. 

• Focus  On  Line  (Germany),  a leading 
German  news  magazine,  has  licensed  the 
Lycos  Catalog  for  use  in  the  development  of 


its  on-line  services  that  are  provided  in 
Germany. 

Competition 

The  primary  competitors  for  Lycos’  products 
and  services  are  other  Internet  catalog, 
directory,  and  review  services,  including 
America  Online’s  Web  Crawler,  Excite,  Alta- 
Vista, Infoseek,  Open  Text,  and  Yahoo!. 

In  addition,  the  company  competes  with 
metasearch  services  that  allow  a user  to 
search  the  databases  of  several  catalogs  and 
directories  simultaneously. 

INPUT  Assessment 

Lycos’  strengths  include  the  following: 

• Strong  international  presence 

• Coordination  of  company  service  offerings 
on  all  Lycos  sites 

• A recognized  brand  worldwide 

• Unique  technology  (patent  pending) 

• Breadth  of  offering 

• Easy  to  use,  intuitive  GUI 

Challenges  for  the  future  include  the 
following: 

• Increasing  presence  and  market  share  in  the 
very  competitive  search  technology  market 

• Establishing  and  expanding  brand 
recognition  with  end  users 

• Movement  toward  profitability 
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INPUT  VENDOR  ANALYSIS  PROGRAM 
DIRECTORY 

□ New  Entry  □ Revised 

Please  provide  as  much  data  as  known.  Partially  complete  forms  are  welcome. 

I.  GENERAL  INFORMATION 

Vendor  Name:  

Address: 

Phone:  

CEO/President: 

Name  Title 

Key  Contact: 

Name  Title 

Total  Employees: Year  Founded:  

Company’s  Primary  Business: 


Type  of  Ownership: 

□ Public 

□ Private 

Subsidiaries: 


Annual  revenue  $ 


— or — Revenue  Range: 

□ Under  $1  Million 

□ $1-5  Million 

□ $5-10  Million 


□ Subsidiary 

□ Division 
Parent  Corporation 


Fiscal  Year  Ending 


Mo 


Day 


Yr 


□ $10-20  Million 

□ $20-40  Million 

□ Over  $40  Million 


What  percent  growth  did  the  company  experience  over  the  previous  year? 
What  percent  of  your  revenue  is  derived  from: 

U.S.  % Canada  % 

Europe  % Asia/Pacific  % 

Other  International  % 


% 


II.  PRODUCTS  AND  SERVICES 

What  percent  of  your  U.S.  revenue  is  derived  from  information  services  (as  defined  by  the  eight 
service  modes  listed  below)? % 


What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  delivery  modes: 


1. 

Application  Software  Products 

% 

5.  VARs/Tumkey  Systems 

% 

2. 

Systems  Software  Products 

% 

6.  Professional  Services 

% 

3. 

Processing  Services 

% 

7.  Systems  Integration 

% 

4. 

Network  Services 

% 

8.  Systems  Operations 

% 

TOTAL 

100% 

CVDIR 
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What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  industry-specific/ 
cross-industry  markets?  (If  percentages  are  not  available,  please  indicate  applicable  areas  with  an 


Industry-Specific 

Cross- Industry 
Application  Solutions 

Banking  and  Finance 

% 

Accounting 

% 

Services  (accountants, 

Engineering/Scientific 

% 

lawyers) 

% 

Education  and  Training 

% 

Distribution 

% 

Human  Resources 

% 

Discrete  Manufacturing 

% 

Office  Systems 

% 

Education 

% 

Planning  and  Analysis 

% 

Federal  Government 

% 

Sales/Marketing/Other 

% 

Insurance 

% 

SUBTOTAL 

% 

Local  Government 

% 

Manufacturing 

% 

Medical 

% 

(Industry-specific  + cross-industry 

= 100%) 

Process  Manufacturing 

% 

Personal/Consumer  Services 

% 

Retail  Distribution 

% 

State  Government 

% 

Telecommunications 

% 

Transportation 

% 

Utilities 

% 

Wholesale  Distribution 

% 

Construction/Agriculture 

% 

SUBTOTAL 

% 

Please  briefly  describe  any  alliances/joint  ventures  your  company  has: 

1.  

2. 

3.  

Any  acquisitions? 

Submitted  by: Date: 

Please  put  INPUT  on  your  mailing  list  and  send  product  literature. 

Thank  You. 
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INPUT  VENDOR  ANALYSIS  PROGRAM 
DIRECTORY 

□ New  Entry  □ Revised 

Please  provide  as  much  data  as  known.  Partially  complete  forms  are  welcome. 

I.  GENERAL  INFORMATION 

Vendor  Name:  

Address: 

Phone:  

CEO/President: 

Name  Title 

Key  Contact: 

Name  Title 

Total  Employees: Year  Founded:  

Company’s  Primary  Business: 


Type  of  Ownership: 

□ Public 

□ Private 

Subsidiaries: 


Annual  revenue  $ 


□ Subsidiary 

□ Division 
Parent  Corporation 


Fiscal  Year  Ending 


Mo 


Day 


Yr 


□ $10-20  Million 

□ $20-40  Million 

□ Over  $40  Million 


— or — Revenue  Range: 

□ Under  $1  Million 

□ $1-5  Million 

□ $5-10  Million 

What  percent  growth  did  the  company  experience  over  the  previous  year? 
What  percent  of  your  revenue  is  derived  from: 

U.S.  % Canada  % 

Europe  % Asia/Pacific  % 

Other  International  % 


% 


II.  PRODUCTS  AND  SERVICES 

What  percent  of  your  U.S.  revenue  is  derived  from  information  services  (as  defined  by  the  eight 
service  modes  listed  below)? % 


What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  delivery  modes: 


1.  Application  Software  Products 

% 

2.  Systems  Software  Products 

% 

3.  Processing  Services 

% 

4.  Network  Services 

% 

5.  VARs/Tumkey  Systems  % 

6.  Professional  Services  % 

7.  Systems  Integration  % 

8.  Systems  Operations  % 

TOTAL  100% 


CVDIR 


1 of  2 


Confidential — INPUT 


What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  industry-specific/ 
cross-industry  markets?  (If  percentages  are  not  available,  please  indicate  applicable  areas  with  an 


“X”.) 

Industry-Specific 

Cross-Industry 
Application  Solutions 

Banking  and  Finance 

% 

Accounting 

% 

Services  (accountants, 

Engineering/Scientific 

% 

lawyers) 

% 

Education  and  Training 

% 

Distribution 

% 

Human  Resources 

% 

Discrete  Manufacturing 

% 

Office  Systems 

% 

Education 

% 

Planning  and  Analysis 

% 

Federal  Government 

% 

Sales/Marketing/Other 

% 

Insurance 

% 

SUBTOTAL 

% 

Local  Government 

% 

Manufacturing 

% 

Medical 

% 

(Industry-specific  + cross-industry 

= 100%) 

Process  Manufacturing 

% 

Personal/Consumer  Services 

% 

Retail  Distribution 

% 

State  Government 

% 

Telecommunications 

% 

Transportation 

% 

Utilities 

% 

Wholesale  Distribution 

% 

Construction/Agriculture 

% 

SUBTOTAL 

% 

Please  briefly  describe  any  alliances/joint  ventures  your  company  has: 

1.  

2.  

3.  

Any  acquisitions?  

Submitted  by: Date- 

Please  put  INPUT  on  your  mailing  list  and  send  product  literature. 

Thank  You. 

INPUT  • 1280  Villa  Street  • Mountain  View,  CA  94041-1 194  • (415)961-3300 
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INPUT  VENDOR  ANALYSIS  PROGRAM 
DIRECTORY 


□ New  Entry 

Please  provide  as  much  data  as  known.  Partially  complete  forms  are  welcome. 

I.  GENERAL  INFORMATION 


□ Revised 


Vendor  Name: 


Address: 


CEO/President: 

Name 

Key  Contact: 

Name 

Total  Employees: Year  Founded: 

Company’s  Primary  Business: 


Phone: 


Title 


Title 


Type  of  Ownership: 

D Public  □ Subsidiary 

□ Private  □ Division 


Parent  Corporation 


Subsidiaries: 

Annual  revenue  $ Fiscal  Year  Ending  / / 

Mo  Day  Yr 

— or — Revenue  Range: 

□ Under  $1  Million  □ $10-20  Million 

□ $1-5  Million  □ $20-40  Million 

□ $5-10  Million  □ Over  $40  Million 

What  percent  growth  did  the  company  experience  over  the  previous  year? % 

What  percent  of  your  revenue  is  derived  from: 


U.S.  % Canada  % 

Europe  % Asia/Pacific  % 

Other  International  % 


II.  PRODUCTS  AND  SERVICES 

What  percent  of  your  U.S.  revenue  is  derived  from  information  services  (as  defined  by  the  eight 
service  modes  listed  below)? % 


What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  delivery  modes: 


1. 

Application  Software  Products 

% 

5.  VARs/Tumkey  Systems 

% 

2. 

Systems  Software  Products 

% 

6.  Professional  Services 

% 

3. 

Processing  Services 

% 

7.  Systems  Integration 

% 

4. 

Network  Services 

% 

8.  Systems  Operations 

% 

TOTAL 

100% 

CVDIR 
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What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  industry- specific/ 
cross-industry  markets?  (If  percentages  are  not  available,  please  indicate  applicable  areas  with  an 


Industry-Specific 

Cross- Industry 
Application  Solutions 

Banking  and  Finance 

% 

Accounting 

% 

Services  (accountants, 

Engineering/Scientific 

% 

lawyers) 

% 

Education  and  Training 

% 

Distribution 

% 

Human  Resources 

% 

Discrete  Manufacturing 

% 

Office  Systems 

% 

Education 

% 

Planning  and  Analysis 

% 

Federal  Government 

% 

Sales/Marketing/Other 

% 

Insurance 

% 

SUBTOTAL 

% 

Local  Government 

% 

Manufacturing 

% 

Medical 

% 

(Industry-specific  + cross-industry 

= 100%) 

Process  Manufacturing 

% 

Personal/Consumer  Services 

% 

Retail  Distribution 

% 

State  Government 

% 

Telecommunications 

% 

Transportation 

% 

Utilities 

% 

Wholesale  Distribution 

% 

Construction/Agriculture 

% 

SUBTOTAL 

% 

Please  briefly  describe  any  alliances/joint  ventures  your  company  has: 

1.  

2.  _ 

3.  

Any  acquisitions? 

Submitted  by: Date: 

Please  put  INPUT  on  your  mailing  list  and  send  product  literature. 

Thank  You. 
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